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Opec deal to cut
output by 1 .4m
barrels a day
Ministers from the Organisation of Petroleum
Exporting Countries said they had agreed to cut
oil output by around L4m barrels of oil par day
in an attempt to rescue weak petroleum prices,
(hirrent output is estimated near 25 million bpd.

The deal, which came after four days of bar-
gaining, also brought Kuwait back into the group's
system of production quotas, from which the
emirate had been exempt as it rebuilt from the
1991 Gnlf War. Earlier story. Page 20

Thomson Corporation, Canadian-controlled
publishing and travel group, is selling or ringing

about one-seventh of its paid-circulation titles

in North America and cutting back its UK free
newspaper business. Page 13

Parts for Iran seized: British customs agents
have seized thousands of fighter aircraft parts
ordered by Iran, the magazma Flight International
reported. It said several British businessmen
were being interviewed and more than one was
expected to be charged. The Customs and Excise
Department refused to confirm that an investiga-
tion was under way.

Jamaica gears up for general election
Jamaica's political

parties have started

campaigning for a
general election, even
though tiie date of

the pcdl has not yet

been announced by
prime minister PJ.
Patterson (left). The
election is due within

a year, but is expected
to be called early.

Page 3

BA down 80%: Pre-tax profits at British Airways
fell 80 per cent to £20m in the third quarter com-
pared with the same period last year, mainly
because of sterling's depredation. Page 13; Lex,

Page 12

Salvation Army in coiat action: The
SalvationArmy launched a High Court action

in London to recover $&8m It believes was stolen

from its accounts ina fraud. Page 6

Hanson profits boosted: First-quarter pre-tax

profits at Anglo-US conglomerate Hanson rose

to £236m ($335m) from £226m. The figure was
boosted by a £2ffln disposal profit and currency
movement. Underlying profits fell 10 per cent
Page 13; Lex, Page 12

South Africa order worth fiSOOm: Davy
International, part of UK eugineering-to-hotels

group Trafalgar House, has wona £200m ($284m)
contract to supply a complete stainless steel rolling

mill to South Africa. Page 5

Steefanakor faces loss: Japanese steelmaker

Kawasaki Steel said It was heading for a consoli-

dated loss this year because of difficulties with
its US Joint-venture, Armco Steel. Page 16

;

EC split over protection. Page 12

Japan’s surplus reaches $S3bm Japan's

trade surplus rose by 39.4 per cent to $53bn last

month - well above expectations - due mainly
to a 6.4 per cent fall in the value of imports. Page 4;

Japanese companies cut product ranges. Page 12

Diesel engines IMc Cummins Engine of

the US and Japanese construction equipment
group, Komatsu are to build a cooperative business

relationship in diesel engines. Page 15

Benetton sales upe Italy's Benetton clothing

group will report a 10 per cent rise in 1992 sales

when its results are published next month. Page 15

Skemfla skips dividend: Swedish insurance

group Skandia is suspending its dividend for

the Gist time after a foil in its net asset value

for the third successive year. The company blamed
a sharp foil in the value of its Swedish and foreign

real estate portfolios. Page 13

COIP seeks higher stake: French holding

company CGIP is considering rafting its stake

in packaging company CarnaudUetalbox by buying

shares from UK building products group MB-Cara-

don. Page 13

Immigration crackdown: Interior ministers

from 35 European countries are to crack down
on illegal Immigration from east to west which
is fuelling violence in Germany and elsewhere.

Page 12; Editorial Comment, Page 11

Eurofighter fatten Confidential talks are to

be held this week between Britain and Germany
to try to resolve a funding crisis in the four-nation

Eurofighter 2000 aircraft project Page 12
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Bond markets react positively on hopes of reduced budget deficit

US investors2
take fright

at Clinton’s

tax plans
By Geocge Graham hi

Washington and Patrick
Harverson In New York

US STOCK markets fell sharply
yesterday as Investors took fright

at US president Bill Clinton’s

plans to raise taxes on a for
broader range of taxpayers than
expected.
The Dow Jones Industrial

Average fell more than 75 points

in the first 90 minutes of business

in heavy selling, triggering New
York Stock Exchange rules that
limit computerised trading. The
restrictions foiled to stem the
selling and in early afternoon
trading the Dow was down 8L33
at 3311-10.

In contrast the bond markets
welcomed Mr Clinton’s tough
talk on deficit reduction. Mr Chn-
ton said yesterday that busi-

nesses would be better off

because his plans for reducing
the budget deficit would yield

lower, more stable long-term
interest rates. “The bond mar-
ket’s a better indicator, and that

response has been very positive,”

he said.

After weeks offloating one idea
after another, Mr Clinton warned

_ Americans in a televised speech
on Monday night that he had
been unable to find any way to

deal with the growing US federal

budget deficit without raising
taxes on the middle class.

He promised that 70 per cent of

the new taxes he. will propose in
a detailed address to Congress
tonight would be paid by those
earning more than $100,000 a
year.

A White House spokesman
added yesterday that people mak-
ing less than $30^)00 were very
unlikely to suffer any in

taxation, while those earning
between 130,000 and $100,000
would face "modest increases
across the board.”
However, it appeared certain

that higher income tax rates,

which Mr Clinton promised dur-

ing his campaign would be lim-

ited to the top 2 per cent of tax-

payers, will he levied on much
lower incomes.

A new top income tax rate of 36
per cent may be imposed on
incomes above $175,000, while a
so-called “millionaire's surtax”
could be extended to incomes of

$250,000, in effect creating a top
marginal tax Hti£ Of SOUti 40

Bill Clinton (right) discusses his economic package with House speaker Thomas Foley yesterday

per cent
White House officials also con-

firmed that (hey are considering

a' second round of tax increases,

possibly affecting tobacco, alco-

hol, guns or insurance premiums,
to pay fin- the expected $30bn to

$90bn cost of gxfandfag medical
coverage to all in a rtibrm of the

health system Mr Clinton will

propose later this year.

RepnbUcansrfrave launched 91

all-out assault on Mr Clinton’s

economic programme, saying
ttrat he will simply raise taxes

Without undartaking any SerioUS

attempt to reduce the deficit by
curbing government spending.

Analysts said shares foil sharply

because investors were worried

that higher corporate and per-

sonal taxes, coupled with spend-

ing cuts, might hinder the eco-

nomic recovery; The selling also

reflected disappointment that the

Clinton fiscal stimulus package
will probably not be as big as the

markets had hoped.

Selling Clinton's plan to the

US, Page 3
Lex. Page 12

Wall Street report, Back Page,

Section n
London stocks. Page 21

Government bonds. PageJJ

EC business confidence falls to low ebb
By Our FOralgn Staff

BUSINESS confidence across the

European Community dropped
last year to Its lowest level since

the deep recession of the early

1980s, a European Commission
survey published yesterday
shows.

A picture of continuing eco-

nomic gloom emerged from capi-

tals across Europe at the same
time as the Commission survey
revealed scant prospects for early

recovery.

The Commission’s leading eco-

nomic indicator, which combines
calculations for output and confi-

dence, dropped from 96.3 in
November to 96J. in December,
equal to its previous low in Octo-
ber 1982.

In Paris, a Bank of France sur-

vey showed Output foiling and
stocks rising in most sectors last

month and depressed demand
throughout the business sector.

Cars and consumer goods were
the worst affected sectors,

French exports also slowed and
orders were down, reflecting eco-

nomic instability in Germany
and increased competition from
other European countries
because of the comparative
strength of the franc.

Some companies put off invest-

ment programmes and, although
employment was stable in trade

and services, it fell in construc-

tion and manufacturing.
The Wanlc of England, in its

first quarterly report on inflation,

gave the UK government a thinly

veiled warning that a further cut

in interest rates in present condi-

tions would jeopardise its target

of keeping underlying inflation

below 4 per cent
While the UK economy is still

bumping a long tha bottom of the
recession, the Bank finds that
underlying inflation is too high
for comfort. The Bank expects

UK unemployment will continue
to rise for some months and
urges wage restraint to prevent
further heavy Job losses. It has
seen few signs so for of recovery

in demand and output.

Meanwhile UK manufacturing
output foil in each of the last two
quarters of last year, while out-

put of all production industries,

including manufacturing, energy
and water, dropped in 1982 for

the third year running - the first

time that this has happened since

the early 1930s.

Official figures released in

Rome yesterday showed a further

decline in industrial output, hit-

ting Italy's industrial heartland

worst Output declined 0.6 per
cent last year although the full

extent of the decline was masked
by three extra working days com-
pared to 1991. The drop in pro-

duction began to accelerate after

lest summer and in December
was 2 per cent down against the

same period the previous year,

according to figures released yes-

terday by Iatat, the national sta-

tistics institute.

. Hie worst affected sectors were
the automotive industry and
engineering, down 11.1 pear cent

and 7.9 per cent. Unions said
145,000 Jabs were at risk in the

northern industrial region.

Spanish jobless; Finnish econ-
omy, Page 2

UK inflation. Page 6

Yeltsin in

truce talks

with rival

over crisis
By John Lloyd In Moscow

RUSSIAN president Boris Yelstin

and his arch political rival Mr
Ruslan Khaabulatov, the speaker

of the Supreme Soviet, appeared

to have temporarily set aside

their struggle for Individual

supremacy last night as they

agreed on & plan to resolve the

country’s constitutional crisis.

The two men, after a mere half

hour's talks in the Kremlin,

agreed to call a special session of

the Congress of People's Deputies

to ratify a “constitutional agree-

ment" which will be thrashed out

over the next 10 days by teams
appointed by the two men.
The agreement signifies that

both have decided to abandon
their personal battle of attrition.

Instead, opposing experts will

haggle over the form of constitu-

tional government in Russia -

the fundamental question
between Mr Yeltsin and Mr Khas-
bulatov.

However, the brief statements

issued by the presidential press

office and the official itar Tass
agency after the early evening
meeting raise more questions
than they answer, and leave the

result of the increasingly bitter

struggle over how Russia is gov-

erned still in balance.

The presidential statement said

that a range of proposals aimed
at getting agreement between the

executive and legislature on the

constitutional system and on
alleviating the economic crisis

would be published today. These
will indude a draft of Mr Yelt-

sin's own version of .the constitu-

.tkxu-i-
Over the next IQ days, a joint

commission of experts headed by
Mr Vladimir Shumdko, the first

deputy prime minister, and Mr
Nikolai Ryabov, the first deputy
speaker, will attempt to get an
agreement on a draft constitution

to be presented to the special

Congress In early March.
However, the statement from

the president's press office

stressed that until the Congress

ratified this putative agreement,

the government would continue

to prepare for a referendum on
the constitution, scheduled for

April 11 under a prior agreement
between Mr Yeltsin and Mr Klias-

bulatov made during the seventh

Congress in December. At the

- Continued on Page 12

China’s agreement on HK
talks seen as tactical move
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By Simon HoSwrton
In Hong Kong

BRITAIN and China are expected
to announce this week that they
will hold talks on Hong Kong’s
future political development
At a meeting of Hong Kong

governor Chris Patten's Execu-
tive Council yesterday, his top
advisory body agreed to defer

temporarily the introduction of a
bill in the Legislative Council
(Legco), the colony’s lawmaking
institution. The bill would give

effect to Mr Patten's plans far

broadening the democratic fran-

chise in elections due next year
and in 1995.

It is unlikely, however, that the
faifea herald a change in China's
opposition to Mr Patten’s plans.

Beijing's overture was seen in
Hong Kong as an attempt by.
China to slow down the process
of Legco ratification.

The negotiations about talks
have been conducted In Bering
by Sir Robin McLaren, Britain's,

ambassador, and «minr Chinese
government officials. The two
sides are still working out the
details - Sir Robin was called to
an mmehprinkid meeting yesfcer-
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day with a senior Chinese leader.

It was unclear last night what
the .scope and duration of the
talks would be. Barring lastmln-
uie hitches, they are expected to

be announced by Friday. Mr Pat-

ten’s legislation is not expected
to be discussed.

Beijing's decision to request
fcallm hna placed Mr Patten and
the British government in a diffi-

cult position. Mr Patten, who has
called for dialogue with China
since he announced his proposals
Last October, could face a strung
backlash in Hong Kong if he
refused to talk.

However, few in the Hong
Kong administration believe flint:

China’s eleventh-hour agreement
to talks is anything but a tactical

manoeuvre to prevent Mr Pat-
ten’s legislation from being intro-

duced into Legco. Government
officials are determined not to get
ensnared in taUm such as bedevil
the colony’s attempt to build a
modem airport
The governor has been receiv-

ing conflicting advice as to
whether he should introduce leg-
islation while talks are in prog-
ress or wait until they finish.

Britain’s Foreign Office was

strongly of the view that present-

ing the bill to Legco while talks

were under way would be unac-
ceptable to China. Some of Mr
Patten's advisers were arguing
for the bill’s introduction while
taTicn were fairing- place.

Deferral of the bill would be
likely to draw stiff criticism from
Hang Kong’s prodemocracy poli-

ticians. Mr Martin Lee, leader of

the United Democrats, said that

while he welcomed the prospect
of talks he saw no reason why Mr
Patten should delay the bill's

introduction into Legco.
Mr Lee said Mr Patten had set

the limits far the colony's future

electoral arrangement when he
said last year they should be
open, fair and acceptable to the

people of Hong Kong. He doubted
if China would agree to a law
which enshrined those principles.

However, deferral of the legis-

lation would probably be wel-
comed by Hong Kong’s conserva-

tive politicians. Mr Allen Lee's

Cooperative Resources Centre, a
grouping of conservative politi-

cians, has argued that Legco
should only debate political pro-

posals agreed by China and
Britain.
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Italian

corruption

probe

spreads
By Robert Graham in Rome

TWO' undersecretaries in

Italy’s Budget and Interior
ministries were warned yester-

day that they were under
investigation for alleged cor-

ruption.
The most prominent. Hr

Claudio Lenoci, a Socialist at

the Interior Ministry, is being
investigated by Rome magis-
trates concerning the misuse
of the Italian overseas aid pro-

grammes.
Hr Lenoci, a parliamentary

deputy since 1979, was previ-

ously in charge of the overseas

aid programme at the foreign

ministry.
The other undersecretary is

Mr Vito Bonsignore. a promi-
nent Christian Democrat dep-

uty from Turin. He is under
investigation over a hospital

contract in toe Turin area. He
issued a statement yesterday
declaring his willingness to

co-operate and denying any
wrongdoing.
The Turin magistrates’ move

follows the arrest of two
senior politicians in the

regional administration.

In other developments in
Italy's ever widening corrup-

tion scandals, Milan magis-
trates leaked details of their

interrogation in a Swiss jail of
Mr Florio Fiorini, the former
finance director of EMI, the
state oil concern. Hr Fiorini,

who is charged with fraudu-

lent bankruptcy, is alleged to

have told the Italian magis-
trates ENI paid an annual
L1.2bn ($773,500) to the main
political parties throughout
the 1970s.

From 1970 to 1980, Mr Fior-

ini is said to have claimed that

ENI paid L40m a month to

both the Christian Democrats
and Socialists, with a further

LlOm to each of the small
Social Democrats and Republi-

can parties.

The ENI money, he
alleged,derived from foreign

exchange operation profits and
had not affected ENT’s
finances. These payments
stopped in March 1981 follow-

ing exposure of the PZ secret

masonic Lodge.
Potentially mare damaging

in the Fiorini testimony were
allegations that ENI and other

entities channelled funds to

the Socialist party via a bank
account in Lugano. Until now,
Milan magistrates have only
indicated they were examining
this account, in the name of

Mr Silvano Larinl, a Milan
architect, arrested 10 days
ago, for two transfers totalling

*7m from the late head of
Banco Ambrosiauo, Mr
Roberto Calvi. The transfers
were allegedly made to com-
pensate $50m worth of loans
provided by ENI to the trou-

bled bank.
Both Mr Bettino Craxi. who

stepped down from the Social-

ist leadership last week, mid
Mr Claudio Martelli, who
resigned the Justice portfolio,

have been issued with war-
rants that they are under
Investigation concerning the
illicit use of this account in

the fraudulent bankruptcy of

Ambrosiauo. Mr Craxi was
also told yesterday he was
under investigation for alleged

corruption concerning Milan
municipal energy authority.

Mr Craxi has consistently
denied any wrongdoing.

Spanish
jobless up
to 3.05m
By Peter Bruce in Madrid

THE SPANISH government
has been shaken by an official

survey showing that unem-
ployment reached a record
3.05m people at the end of
1992. with nearly half a mil-

lion jobs lost during the year.

The report said the jobless

rate seemed to be quickening.
The figures put Spanish

unemployment at 20.06 per
cent, the highest in the Euro-

pean Community, and will fuel

a simmering row in Spain over

whether the EC president, Mr
Jacques Delons, was correct to

warn recently that Spanish
unemployment could pat a
brake on the country’s prog-

ress towards economic and
monetary union.

Mr Carlos Soicbaga, finance

minister, said the national sta-

tistics institute survey's
results were “saddening and
surprising”.

The figures catch Prime
Minister Felipe Gonzalez’s
socialist government at one of
its worst moments la more
than 10 years in office. An
election has to be held by the
end of November and polls
show the socialists losing sup-
port to both the Left and
Right, with Incipient divisions
in the party out In the open.

Europe keeps on tortuous path towards Emu
Lionel Barber on the latest finance ministers’ meeting, “a kind of intellectual warming-up exercise for monetary union

T HE meeting on Monday
of European Community
finance ministers in

Brussels began innocuously
enough. First a two-hour TV
debate on the European econ-

omy, enlivened only by Irish

complaints about the Commu-
nity's failure to prevent the
devaluation of the punt; and
then the usual retreat behind
closed doors.

What followed remains open
to interpretation. By some
accounts, the decisions adopted
reveal the first public signs
that the Maastricht treaty’s

timetable for European Mone-
tary Union was slipping. Oth-
ers inside the European Com-
mission argue that nothing has
changed. Some Emu enthusi-

asts even suggest that an early

push for monetary union is

now more likely than ever.

The debate centres on the
significance of the finance min-
isters’ decision to accept the
European Commission’s
request to prolong member
states' existing economic ’‘con-

vergence” programmes to 1996

and to set common standards
for measuring these economic
performance targets. Conver-

gence programmes are the rig-

orous action plans which aim
to reduce inflation, budget defi-

cits and government debt so

that member states economies'
“converge” and qualify as

members of a future Emu club.

Paradoxically, these conver-

gence plans began as an Italian

initiative with no direct rela-

tionship to the Emu project.

Italy wanted to use Brussels-

approved targets as an exter-

nal political discipline to jus-

tify unpopular economic belt-

tightening at home. Seven EC
members followed, each pres-

eating differing, often contra-

dictory. programmes with
varying timetables (see table).

“It was all very haphazard."

says a senior EC official, "a

kind of Intellectual
warming-up exercise for mone-
tary union."
To be eligible for Emu, a

country has under the Maas-
tricht provisions to cut its gov-

ernment budget deficit to no
more than 3 per cent of annual
economic output and govern-

ment debt to no more than 60

per cent of annual output - or

at least persuade fellow mem-
ber states It has a realistic

chance of meeting these condi-

tions in future.

Emu enthusiasts argue that

extending convergence pro-

grammes to 1996 is important

since it gives Germany an
extra year to cope with the

huge costs of unification. Ger-

many is in the embarrassing

position of not meeting Emu
performance targets for Infla-

tion or budget deficits -

though it could reasonably
expect to do so after the medi-

um-term tax package planned

to begin in 1995. One EC offi-

cial said: "Without Germany,
there is no Emu."
Emu sceptics believe exten-

sion of the convergence pro-

gramme to 1996 and beyond is

a smokescreen, obscuring the

fact that a deeper-than-expec

-

ted recession means that the

convergence criteria are no
longer realistic. At Monday’s
meeting, there were clear signs

of unrest as finance ministers
wrestled with two conflicting

aims: the need to pursue defla-

tionary convergence pro-

grammes as well as to Eight

unemployment and head off

what one senior Italian diplo-

mat described as the risk of

people rioting in the streets.

Fears that the price of mone-

tary union may be too high are

not new. Mr Jacques Deters.

Commission President, has
long argued that member
states needed to compensate
for the deflationary drive to
convergence with EC co-ordi-

nated growth and greater con-

sideration of employment. The
EC's monetary commit-
tee - comprising senior Trea-

sury civil servants in the EC
- is now considering how to

take greater account of lower-

than-expected growth in mea-
suring convergence. Senior EC
officials are admanant this

does not imply either a weak-
ening of the Maastricht conver-

gence criteria or a “stretch-

out" of the timetable for Emu.
Even the most hardened

Emu supporters acknowledge
an element of bluff. The con-

vergence programmes are vol-

untary. Convergence criteria

under the treaty allow an ele-

ment of discretion. As one EC
economist notes, it suits no-<rae

to utter these truths, because

to do so would encourage back-

sliding among weaker mem-
bers and arouse a backlash in

Fiscal convergence takes wayward paths

General government borrowing as% ofGDP

12%

10%

Italy

Germany which has insisted

on strict performance targets

as the price for giving up the

D-Mark.

In the end, judgment on
which countries are Emu can-

didates vrill be political The
importance of this Monday's

skirmish in Brussels was that

it signalled the start of a wider

battle on conditions for Emu
membership.

Confusion ‘reigns

in Bundeswehr’
&&nem$cnaftewwk

By Quentin Peel In Bonn

DEMORALISATION and
confusion, bordering on “open
mutiny”, reign in Germany’s
armed forces, because of
repeated budget cuts and open
divisions within the govern-
ment, according an extraordi-

nary public letter to members
of the Bundestag.

The letter, from the principal

personnel committee represent-

ing all civilian and military

personnel in the Defence Min-

istry and the Bundeswehr.
spells out for the first time the

disillusion In the ranks over

drastic cuts in both personnel

and spending ordered since

German unification in 1990.

It charges the government
with “chaotic military plan-

ning”. describing the latest

order for a new review of troop

strengths and equipment cuts

as demonstrating “unprece-
dented lack of perspective and
unbelievable confusion” at the

highest level

The letter appears to criticise

both Chancellor Helmut Kohl,

who ordered the latest round
of extra defence cuts, and Mr
Volker Ruhe, defence minister,

fighting to protect his budget
from new inroads, after ini-

tially agreeing to substantial

savings. The two erstwhile

close allies are clearly at log-

gerheads over the defence bud-
get cuts, where savings in the

current year totalling DM863m
($520m) have suddenly been
ordered to help finance the
Chancellor's proposed “solidar-

ity pact” for east Germany.
The letter, described by

defence experts as unheard of

in the Bundeswehr's history,

says the mood in the ranks,

and among civilian personnel,

“ranges from open mutiny to

sullen resignation because of

the latest developments”.

Bundeswehr members want
to "know where they stand,”

the authors say, because the

whole process of garrison clo-

sures, and apparently “aimless

reorganisations and transfers”

have made it impossible for

defence personnel to plan their

lives and careers. The latest

cuts ordered by Chancellor
KohL and a review of troop

numbers below the present tar-

get of 370,000 by 1995 (against

440,000 today), along with a
review of the duration of con-

scription, appear to have been
the last straw.

The letter says that garrison

cuts ordered by Mr Rfihe last

week were forced on him, mak-
ing further changes in military

planning at short notice. If Mr
Kohl has his way, “there will

be another round of decisions

in the foreseeable future, on
the structure and size of the
Bundeswehr, with further con-

sequences for civilian employ-
ees and soldiers”.

Aufschwung
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German groups to double

purchases from the east
By Ouentin Peel in Bonn and
Judy Dempsey In Berlin

Chancellor Kohl heads a meeting of business leaders and
ministers to discuss the rebuilding of east Germany’s economy

MORE than 30 of Germany's
top companies agreed yester-

day to double their purchases

of goods from the former East

Germany by 1995, in a new
move to revive the collapsed

economy.
The “purchasing offensive"

was announced by Mr Carl
Hahn, supervisory board chair-

man of Volkswagen, in the

name of the Federation of Ger-

man Industry (BDI). and is

backed by ail the country's
main motor manufacturers, as
well as by the biggest retail

and mail-order chains.

It amounts to a new attempt

by the business sector to bol-

ster Chancellor Helmut Kohl's

efforts to negotiate a “solidar-

ity pact" for east Germany, at

a time when parallel efforts to

agree on wage restraint are

running into difficulty.

Official arbitration in the

state of Saxony between IG
Metall. the giant engineering

workers' union, and east Ger-

man employers, in an effort to

agree on a slowdown in the

process of wage equalisation

with west Germany, broke
down on Monday night
Union officials said arbitra-

tion will continue in the other

four east German states, but
the chances of compromise
appear slim. The employers are

IG METALL, Germany’s
powerful steel and engineering

trade union, yesterday called

on the European Commission
to ensure that the restructur-

ing of the European steel

industry would not be left to

Individual producers eager to

dose down competitors, writes

Ariane Genlilard.

seeking to renegotiate a 26 per

cent wage rise due to be paid

on April 1, to bring the eastern

engineering workers up to 62
per cent of western wages,

although most of their indus-

tries are facing imminent clo-

sure.

Chancellor Kohl told a meet-

ing of leaders of both sides of

industry in Bonn that agree-

ment in the wage talks

remained a key element in

efforts to revive the eastern

economy, but he insisted that

the partners in the wage talks

must reach an agreement inde-

pendently.

He persuaded the parties in

his ruling coalition yesterday

to pay civil servants a 3 per
cent rise this year - the same
as that agreed for blue collar

public sector workers - but to

delay It until May l, as their

contribution to toe solidarity

pact.

At the same tinw the coali-

tion partners rejected a plan

proposed by the opposition

Czech Republic

prepares to alter

bankruptcy law
By Patrick Blum In Prague

THE CZECH government is

preparing to revise the coun-
try's bankruptcy law to protect

companies facing serious finan-

cial difficulties. Unamended,
the existing law could force

hundreds of companies out of
business.

The law was approved by the

former Czechoslovak parlia-

ment last year, and ministers
are expected to discuss draft

amendments today. The gov-
ernment wants the revised law
in place by April 20, when cur-

rent provisions expire. Mr
Karel Dyba. minister for the

economy, said in an interview
with the Financial Times.
The need to amend the law is

highlighted by a recent spate

of calls by large companies for

urgent financial help from the

government.
Many companies are locked

In a circle of bad debt caused

by unpaid bills from custom-
ers. Some of the biggest Czech
companies whose main mar-
kets were in the former Soviet

Union and other communist
countries have been particu-

larly badly hit by the collapse

of these markets. They cannot

pay their bills to suppliers who
threaten to cut off essential

supplies.

Officials fear that many
other companies could be
affected if major companies,
which have called on the gov-

ernment for urgent financial

help, are allowed to go bank-

rupt.

“We want to avoid a chain
reaction, but a little more pres-

sure on a non-paying company
Is needed. It’s a question of

how big a dose of medicine
needs to be given.” Mr Dyba
said.

He rejected suggestions that

thousands of companies are

near bankruptcy.
“That’s rubbish. Nobody has

the data. People talk about
iater-euterprise debt as too

high, but it’s quite normal in a
market economy. One should
not worry too much about Its

increase. The real problem Is

bad debts of some enterprises

to banks. That's what we must
solve."

The government wants the
law to allow out-of-court settle-

ments. “The [revised} law will

force interested parties to act
and give them time to reach
out-of-court settlements.”

The courts were overbur-
dened with thousands of bad
debt cases, and bad neither the
capacity nor the ability to

solve all these problems, he
said.

The revised law may allow

companies initially to pay back
only part of their debt. The
government wants the
National Property Fund,
responsible for privatisations

and a big shareholder in many
companies, and the Consolida-

tion Bank, set up to deal with
state-owned companies' bad
debts, to help by taking equity

in companies threatened by
bankruptcy or by providing
finance.

The government may inter-

vene directly if there was a
clear company commitment to

resolve its financial situation.

"But there will be no bailing-

out without guarantees," said

Mr Dyba, adding that the gov-

ernment's role would be that of

a catalyst.

Government intervention

would be limited to at most 12

big companies.

A solution would have to

involve "sharing the burden
among workers, managers,
owners or would-be owners,
the banks and the govern-

ment"

Finnish

economic
outlook
gloomy
By Christopher Brown-Humea
in Stockholm

RISING unemployment,
increasing foreign debt and
lower private consumption will

characterise the Finnish econ-

omy In 1993, according to the

Finance Ministry’s economic
overview released yesterday.

The ministry predicted that

gross domestic product will be
flat this year, overturning a
forecast of 2 per cent growth
which it made last October.
However, It expects the econ-
omy to grow by 3 per cent next
year thanks to an export-led

recovery. Last year GDP fell 3.5

per cent after a 6.4 per cent fall

in 199L
Private consumption mil fan

4 per cent in 1993 and unem-
ployment will peak at 450.000,

or some 20 per cent of the
workforce, the ministry said.
Despite increasing pressure for

measures to stimulate the
economy, it warned: “Unem-
ployment cannot be markedly
reduced by expansionary poli-

cies based on an increase in

public debt."

Foreign debt Is predicted to

rise to FM250bn (S42bn). with
net interest payments on it

amounting to FM27bn this

year.

The state’s borrowing
requirement for the year is put
at almost FMSObn, or nearly 50
per cent of GDP, compared
with just 16.5 per cent at the
end of 1991.

Exports are predicted to rise

by 11 per cent this year, after

increasing 9 per cent last year.

The banking sector’s combined
credit losses will be about
FM2Qbn this year compared
with about FM21bn in 1992, the
ministry report said.

The number of bankruptcies
will stay very high, the fore-

cast said.

Krajina Serbs urged to drop calls for independence from Croatia

UN, EC push for autonomy solution
By Robert Mauthner
In New York

UNITED NATIONS and
European Community media-
tors have advised representa-

tives of the Krajina Serbs to

drop demands for indepen-
dence from Croatia if they
want to reach a durable peace
settlement with Croatia at
talks which began at the UN
yesterday.

Instead, the mediators are
pushing for a solution under
which the Krajina Serbs, like

the Albanian majority in Kos-
ovo, would be given a large

measure of autonomy within
Croatia, in the first case, and
Serbia in the second.

There could be no question

of a change in national borders

unless they were agreed by all

parties Involved, a conference

spokesman said.

Krajina Serbs, represented

by Mr Goran Hadzic and Mr

The UN relief operation in Bosnia yesterday remained
deadlocked over the Serb blockade of besieged Moslem enclaves,

writes Laura Siiber in Belgrade.
For toe third day, Serb commanders refused to allow the

passage of emergency aid across Serb lines to Cerska, a Moslem
stronghold In eastern Bosnia.
The British government condemned the Bosnian Serbs for

their continued blockade and called on Serbian President Slobo-
dan Milosevic to exert pressure on them to allow the free
passage of aid.

in a sharply worded protest, British diplomats in Belgrade, the
Serbian capital, reminded Mr Milosevic of his pledges to let aid
through to Moslem enclaves.

The UN yesterday accused the Bosnian government of playing
political games with their boycott as warehouses reached fall

capacity in Sarajevo.

Social Democrats for a 10 per

cent tax surcharge on the bet-

ter paid to be levied from July

1. They agreed, nonetheless, to

negotiate with the opposition

on possible compromises.

Mr Kohl Is anxious to dem-

onstrate that his planned soli-

darity pact is more than simply

a package of budget cute in the #
west, and modest spending

Increases in the east. To that

end the business sector initia-

tive is another helpful boost.

Mr Hahn said that current

purchases from the east

totalled just DM24bn (S14JbnX
against eastern purchases from

the west running at DM174bn.
The aim was to raise western

purchases to DM50bn by 1995,

he said.

At the same time he warned
that east German manufactur-

ers had to make major
improvements in the quality

and quantity of their output,

and this depended on wage
rises in the east slowing down
to the rate of productivity

growth.

Gesamtmetall, the engineer-

ing employers’ organisation,

yesterday said it was prepared

to offer a maximum 9 per cent

rise to its east German employ-

ees, in view of the fact that

productivity levels are about 30

per cent below west German
levels.

"Nine per cent is ail we can
afford," said a spokesman.
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Mile Paspalj, respectively
self-styled president of the
assembly and foreign minister,

began the presentation of their

case to Mr Cyrus Vance and
Lord David Owen yesterday
before Croatian representatives
join the negotiations tonight or

on Thursday.

The international mediators,
already heavily involved in the
search for a solution of the
Bosnian conflict, have been
asked by Mr Boutros Boutros
Ghali, the UN sec-
retary-general, also to broker
an agreement between the
Croats and the Krajina Serbs

as a basis for a long-term
renewal of toe UN protection

force's mandate in Croatia.

Pending such an agreement,
Mr Boutros Ghali has proposed
a interim extension of the
Unprofor mandate, due to

expire on February 21, until

March 3L
In a report on the renewal of

the mandate, published last

week, Mr Boutros Ghali indi-

cated that the failure to imple- lw
ment the original UN peace-

*
keeping plan of January 2,

1992, and to negotiate a settle-

ment of the conflict between
Croatia and the Serb popula-

tions living in UN protected
areas and Serb-controlled
stwalied “pink zones," were at

tiie root of the problem. They
were among the main causes of

the recent Croat offensive in

Krajina.

No early agreement is expec-

ted In the talks, which are due
to go on for several weeks.
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French leaders deny Adidas tie

By Alice Rawstttom fn Paris

THE French government
yesterday officially denied it

had influenced the decision of

three state-controlled financial

groups to buy shares in Adi-

das. the German sportswear

group, from a company con-

trolled by Mr Bernard Tapis,

the controversial minister of

urban affairs.

The Finance Ministry said in

a formal statement that the

government had "no know-
ledge" of the decision by Credit

Lyonnais, one of France's big-

gest banks, and Union des
Assurances de Paris (UAP) and
Assurances Gdndrales de
France (AGF). the insurance

groups, to participate in the
consortium which on Monday
bought Mr Tapie's controlling

stake in Adidas.

This denial followed calls for

an official inquiry into the deal

from the conservative opposi-

tion, which is favourite to win
next mouth’s legislative elec-

tions. It comes as toe French
socialist government’s relation-

ship with State-controlled com-
panies is under the spotlight

Last month a similar furore

broke out after Elf&uiofi, sub-

sidiary of Elf Aquitaine, the
state-controlled oil group,
bought Yves Saint-Laurent, toe

French fashion house chaired

by Mr Pierre Berge, a friend of

President Mitterrand.

Opposition politicians, who
promised to privatise many of

France's state-controlled com-

panies including Crfrlit Lyon-

nais. AGF and UAP in their

election manifesto, also

demanded an investigation

into the YSL transaction.

Despite the Finance Minis-

try’s insistence yesterday

about the independence of

statocontrolled companies, the

close links between the govern-
ment and some public sector
companies was highlighted last

week when Elf Aquitaine was
ordered to abandon plans to

close a unit at Boussens til

south-west France.

The proposed closure would
Involve transferring 480 jobs
from Boussens, a socialist

stronghold, to Elf plants in
other parts of France when the

socialists are under attack
because of the steep rise in
unemployment
• The French Justice Ministry

yesterday forbade a judge from
investigating the circum-
stances in which Mr Pierre

Beregovoy, French prime min-
ister, received a FFrlm
($178,000) interestfree loan In

1989 from Mr Roger-Patrice
Pelat, the now-deceased finan-

cier. The ministry said there

was no evidence to suggest the

loan had been fraudulent
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Clinton hard sell aims to soften nation
The White House has been preparing the ground for unpalatable policies, writes Jurek Martin

I
T CANNOT be said that his coun-
ty fa unprepared for what Presi-
dent Bill Clinton has to say

tonight in his televised. State of the
Union address to a Joint session of
both houses of Congress. Indeed,
there has been no advance
of a speech quite like it tor the Last 12
years.

Just as President Ronald Rgagan
and his advisers prepared the ground
tor his proposals on February 19 1981
to cut taxes and government spend-
ing, so has Mr Clinton. Just about
everybody who works for the presi-
dent has followed a similar script,
especially now that extraneous issues

,

such as the search for a new attocoey-
general and the debate over gays in
the military, no longer compete for
attention.

The only difference, and It may be
crucial, was that Mr Reagan was
offering the sort of medicine most
people like to take, while Mr Clinton
will try to force some less palatable
prescriptions down the nation’s
throat.

Nevertheless, on national television
on Monday night Mr Clinton told the
country that to support what he
would propose - to bear some of the
pain today in order to enjoy a better
tomorrow and to frustrate the evil

designs of special interests - was
nothing less than “patriotism". It
could have been vintage Reagan, com-
ing from the mouth erf a man who
looked a third of the old gunslinger's
age.

The address, Saturday's radio
broadcast and last week's televised

town meeting and the haTMTigiifrig of
and exhortation to business leaders
constitute the populist side of the sell-

ing of the programme. Later this
week the president and his Cabinet
will ton out across the country to
drive home the message.
But there has been some tough sell-

ing in Washington too. Hardly a day
has passed without congressional del-

egations having their ears bent by the
president, his wife, and his staff or
without members of the Cabinet pon-
tificating on television.

Policy kites on Medicare for the
elderly, social security and other
taxes have been flown around Wash-
ington as if every day was windy.

Some have seemed aerodynamically
unsound but others have probably
been sent aloft deliberately to be shot
down and thus make alternatives

more attractive.

Equally, to show he is capable of
leading from the front and to drive

home the cause of “shared sacrifice",

Mr Clinton has announced a 25 per
cent cut in his White House' staff and
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President Bill Clinton and Vice-President A1 Gore meet Democratic members of Congress as part of a campaign to promote less spending and more taxes

an extensive programme to eliminate

government waste.

The president's strategic approach
is clear. He knows he must deal with
Congress, and that the Democratic
majority in the legislature does not
guarantee obedience. Thus he will

seek to create his own political rela-

tionship with the country-at-large.

IDs early problems in Washington
notwithstanding, there remains
plenty of polling and anecdotal evi-

dence that the country wants Mr Clin-

ton to succeed. Having elected him
Into office because of the state of the

economy and the size of the federal

budget deficit and national debt, it is

looking forward to him putting his

presidential money where his candi-

date mouth was.

The big change since last November
is in the growing evidence of eco-

nomic recovery which, in turn, has
led many economists and the markets
to conclude that the stimulus ele-

ments in Mr Clinton's proposals plight

to be toned' down.

However, true to his campaign
promises and partly reflecting a con-

viction that even in recovery the
economy is still not creating enough
Jobs, there is likely to be about gSQtm
(£2i.ibn) in aimtinwai public works
spending and investment tax credits.

This will be offset by generally higher
taxes on incomes and on commodities
such as energy, and by additional cuts
in government spending.
This approach lends itself to easy

criticism from Republicans. Mr Robert
Dole, their leader in the Senate, has
already dismissed the Clinton pack-

age as yet another variation on tradi-

tional “tax and spend" Democratic
policies. But the Republican ability to

frustrate the president may be more
apparent than real, if for no other
reason than that the party cannot be
seen as perpetuating Washington
“gridlock”.

Other special interests in the Wash-
ington power structure may work

t

their wills more deviously, but morfe

effectively, on integral parts of the

new proposals as the legislative battle

unfolds
Pre-emptively, Mr Clinton warned

on Monday nffiit that “within min-

utes of the time I conclude my
address to Congress the special inter-

ests will be out in force. . . many have
already lined the corridors of Con-
gress with high-priced lobbyists."

What he did not say, naturally
enough, is that not every lobbyist is a
chartered member of the “Gucci
gulch” dub representing only corpo-

rate and trade interests. Many work
for those constituencies - the poor,

the eldedy, and the femfry termors -
which voted for Mr Clinton but which
could suffer from any serious budget
ary cuts.

Having raised the rhetorical stakes

so high and having pointed apocalyp-
tic visions of the future if problems
are dadoed, it is also up to Mr Clinton

to deliver proposals that sot only can
be sddbrt are credible and tough. ±
r The suspicion still leasts, mostly m‘
Washington, that this Is a president

whose analytical abilities are greater

than his determination to proceed
with the unpopular. Tonight he is

going to tell the middle classes, to

whom he promised lower taxes last

year, that they will have to pay more.
Making it stick will not be popular.

Twelve years ago Mr Reagan made
the reverse pitch and in the end won
much of what he wanted, partly

because the consensus for the change
he advocated was there and partly

because the opposition faded into

insignificance after the president was
wounded in an assassination attempt
111616 are differences -today - in

the relative performance of the econ-

omy and in the lack of real national

consensus about what should be done.

Still, on Monday night Mr Clinton

again sounded like Mr Reagan when
he said his approach was "Just com-
mon sense”. But then he added: “In

the 26 days I’ve been your president

Fve already learned that here in
Washington common sense just isn't

too common.”

Mideast visit starts tomorrow

Christopher
plays down
peace hopes
By Roger Matthews,
Middle East Editor

US SECRETARY of state, Mr
Warren Christopher, yesterday
sought to damp down expecta-

tions of a breakthrough in the

Middle East peace process dur-

ing his first visit to the region

beginning tomorrow.
He said that he did not

expect early agreement on a
date for resumption of peace
negotiations which have been
suspended since the middle of

December.
Instead; he wanted to- get

"some sense" of how the talks

Were viewed by regional lead-

ers in the hope that a date for

the ninth round of talks could

be fixed fairly soon after his

return to Washington.
- Mr Christopher will travel

first to Egypt then to Jordan,

Syria, Saudi Arabia, Kuwait
and Israel.

Meanwhile, a spokesman for

the Palestine liberation Organ-

isation repeated yesterday that

it would not resume negotia-

tions with Israel until the fate

of nearly 400 Palestinians
pypoiitxt to southern Lebanon
had been satisfactorily
resolved.

"We cannot participate in

the peace talks even tf the

other Arab states are wilting

to,” Mr Yassir Abcd-Rabbo, the

PLO’s information director,

told Reuters.

He said Palestinian leaders

in the occupied territories

would tell Mr Christopher that

they Insisted. Israel should

immediately take back- the Pal-

estinian activists as demanded
by UN resolution 799 before

they would rejoin the .peace

talks.

Israel agreed a compromise
formula with the US last week
allowing for 100 of the Palestin-

ians to return immediately to

the occupied territories in

order to head: off the threat of

UN sanctions and to encourage

Arab delegations to draw a line

under the episode. However.it

is doubtful whether Syria, Jor-

dan or Lebanon will resume
negotiations without the Pales-

tinians.

President Bill Clinton said in

a statement yesterday that his

decision to send Mr Christo-

pher to the region was an indi-

cation of the priority the

administration was giving to

the Middle East. He warned of

the dangers that this “historic

opportunity could all too easily

slip away”.

Question-time call for

president divides House
ANY proposal to have
President Bill Clinton appear

before the US House of Repre-

sentatives to answer questions

in the British parliamentary
tradition would require further

study, US congressional lead-

ers said yesterday. Renters
reports from Washington.
House Speaker Thomas

Foley told reporters there
would be no invitation for such
an appearance this week fol-

lowing Mr (Hinton's address to

a joint session of Congress on
the economy tonight

The idea was suggested by

Mr Richard Gephardt of Miss-

ouri, House majority leader,

who said Mr Clinton should
visit the House and answer
questions about his economic
programme.
But Mr Foley said the

unprecedented step was an
idea for the future that
“requires further study and
analysis”. He said Mr Gephardt
concurred with this position.

The White House has said

MrClinton was considering the

idea.

Ex-Soviet Union grain

debts to US mount
By Laurie Morse in Chicago

RUSSIA'S mounting defaults

on its US agricultural loans are
promising to add to the cost of

US term subsidy programmes
and make them a more visible

target for the Clinton adminis-
tration’s effort to cut the bud-
get deficit

The states of the former
Soviet Union, including Russia,

have piled up defaults of

$305£m (£2l5m) on US-govem-
ment guaranteed grain loans,

having stopped paying interest

in late November, the Depart-

ment of Agriculture said yes-

terday.

With little sign of movement
In multilateral debt negotia-

tions, the payment gap could

widen to <tibn, the total in

short-term grain and foodstuffs

loans the US Department of
Agriculture has extend to CIS
countries.

To date, most banks writing

the guaranteed loans have
been wilting to carry the
defaults on their books, hoping
debt restructuring would bring

full payment. Only one,
Banque Indosuez, has filed

claims with the department to

recover lost interest payments
on Russian grain loans.

The amount, <354,000, is tiny

compared to outstanding
defaults and, because not all of

the interest was guaranteed,
the department has paid out

only <187,000 to the bank.

However, with US term sub-

sidy payments promising to

top <I7.1bn in fiscal 1993, dou-
ble the 1992 outlay and the
highest seen by Washington in

several years, Russia’s loan
problems will only add to the

farm-support debate. Lawmak-
ers from urban areas argue
that farm subsidies have
grown as form population has
fallen, propping up the income
of a rural Site.

Jackson urges action

on Haiti and Aids
CIVIL rights activist the Rev
Jesse Jackson yesterday urged
President Bill Clinton to end
the crisis over Aids-infected

Haitians quarantined at a US
Navy base, Reuter reports from
Washington.
Mr Jackson is on hanger

strike in sympathy with 287
Haitians infected with the HIV
virus that causes Aids who are

quarantined at the US naval

base at Guantanamo Bay,
Cuba.
“Mr Clinton's policy on Haiti

Is a sound one - restore
democracy, retain (exiled Hai-

tian President Jean Bertrand)
Aristide, but delaying becomes
denial,” Mr Jackson said.

“There must be a sense of

urgency about restoring
democracy because if you
restore democracy quickly
then you end the crisis around
Guantanamo Bay and the
embargo (against Haiti) and
the blockade, as well as the

mass exodus” from Haiti, he
said on US television.

Mr Jackson said he would
continue his hunger strike for

at least this week and might
try to enlist more hunger
strikers unless there is action

on the Haitian situation.

“It’s a kind of leprosy
Island, and there they are des-

perate, they’re In the dark and
they’re dying," he said.

He called on Clinton to

address the Haiti situation in

Ids speech tonight before a
joint session of Congress.

Mr Clinton has said he
wants to lift the Immigration
proMhMflms preventing people
with Aids from entering the

US, bat has taken no action.

Overall, Clinton has in effect

adopted former President
George Bush’s policy on Haiti

to return fleeing Haitians to

their inland homeland but he
has sent emissaries there to

try to restore democracy.

Jamaican campaign starts early
Canute James reports on indications that there may be a snap election

J
AMAICA’S political par-

ties have started cam-
paigning for a general

election, even though the date

of the poll has not yet been

announced by Mr P J Patter-

son, the prime minister.

The election is constitution-

ally due within a year, but Mr
Patterson is widely expected to

call an early vote in the next

^ eight weeks.

flltp The prime minister, who
took office a year ago after the

resignation of Mr Michael Man-

ley because of poor health, is

thought to be keen to get his

own popular mandate. How-
ever, pressure on him to call

an early election is also being

determined by developments

which suggest that his People's

National Party has a better

than even chance of being

returned for a second consecu-

tive term.
Opinion polls have shown

that after a mid-term slump,

the PNP’s electoral support has

again surpassed that of the

opposition Jamaica Labour
party. Mr Patterson's decision

is also being influenced by the

internal problems of the JLP

4. where Mr Edward Seaga, toe

*party leader, has been at odds

with some of his lieutenants

over the past two years.

The government’s political

stock has also been improved

by an appearance of stability

Patterson: better than evens

. in the economy over the past

ten months, after depreciation

of the currency and billowing

inflation which followed the
deregulation of the foreign

exchange market and the float-

ing of the Jamaican dollar.

Inflation for the first nine
months of the current fiscal

year was 17.9 per cent, against

73.1 per cent for the similar

period of the last fiscal year.

Although, he has not con-

firmed the reports that he is

planning an early election hi

the Caribbean island of 2JJm
people, Mr Patterson,has indi-

cated his Intentions in moves
which are expected to lift the

ruling party’s popular support

The income tax rate was cut
last month from 33 per cent to

25 per cent, and import duties

on motor vehicles were signifi-

cantly reduced. The govern-

ment has also announced sev-

eral road building projects
costing millions of dollars,

with work on many of these

starting immediately.
The signs have not been lost

on the JLP which, like the rul-

ing party, has been completing
its slate of candidates. So con-

vinced is Mr Seaga that Mr
Patterson will call a snap elec-

tion that the opposition leader

has announced that his party's

campaign wifi, start next week.
This has been proceeded by
well publicised walkabouts tar

Mr Seaga and the dissidents
who had rebelled against his

leadership of the JLP, Includ-

ing Mr Fearael Charles, a for-

mer deputy leader.

The big issue in the cam-
paign will be the government's
handling of the economy, par-

ticularly its decision to deregu-

late extensively, giving greater
play to market forces while
divesting several state-owned
economic enterprises. The JLP
has raised questions about,

aspects of the government’s
economic policies, claiming
that

, it has gone overboard in

its enthusiasm for market
forces, and has pointed to what
it says is the absence of any

significant new Investments
which the government said its

economic policies would
encourage.
The expansion of the econ-

omy which the government
had expected has been con-
strained by the poor perfor-

mance of the bauxite mining

and refining Industry because
of a weak international market
for wlnMlnhiiw. Official Wgimefl
on the performance of the
economy last year are yet to be
published, but government
economists have said the
growth in the economy was
"moderate”.
Export agriculture - sugar

and bananas - improved
slightly, and the mam contri-

bution came from strong
growth in tourism, now the
main earner, of foreign cur-
rency.
There are already indications

of patty political violence,
which has become a part of
Jamaica's election nampalgna
In. the last election in 1989,
both parties made much of a
publicly signed compact
against , political violence, and
the campaign was lass violent

than expected.

Already, however, the par-
ties have exchanged accusa-
tions over responsibility for a
spate of shootings in one of the
poorer sections of Kingston,
the capital.
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S Africa

power
sharing

deal in

balance
By Patti Waidmelr
in Johannesburg

TWO key meetings this week
could determine the fate of the

recent power-sharing deal
between the South African

government and the African
National Congress.
The ANC's policy-making

national executive committee
is meeting to decide whether to

ratify the deal, and govern-
ment is due to open talks with

the mainly Zulu Inkatba Free-

dom party today to try to sell

power-sharing to the country's

third largest political group.
Both meetings are likely to

prove difficult, and could delay
installa tion of a multiracial

interim government, or pre-

vent it altogether.

ANC negotiators were confi-

dent that they could persuade
the organisation's national
executive to formalise an out-

line agreement reached with
the ruling National party last

week, calling for power-sharing
until the end of the century.
The national executive, which
began its meeting yesterday, is

due to take its decision by
tomorrow night.

The executive is also expec-

ted to consider calling for the

lifting of sanctions against
South Africa.

Several of the ANC's
regional leaders, including the
firebrand Natal leader, Mr
Harry Gwala, are known to

oppose power-sharing, and
many other executive commit-
tee members are believed to

feel that a five year “sunset
clause" before majority rule is

too long. Last year the national

executive broadly endorsed the
principle of power-sharing -

though not for the long period

now envisaged - but this was
accomplished only after a bit-

ter fight between ANC radicals

and moderates.

Later today the same power-

sharing deal wUL be debated at

a meeting between government
and the Inkatba Freedom party
of Chief Mangosuthu Buthe-
lpzj

.
who already sharply

condemned the agreement The
two sides are due to meet for

three days at a secret venue in

northern Zululand. Govern-
ment negotiators will try to

persuade Inkatha that the pow-
er-sharing deal would meet its

demand for devolution of
power to regions. Inkatha,
which has a strong regional
base In Natal but little support
elsewhere, insists that a new
constitution provide for strong
regional governments.
Natal has been the scene of

some of the worst violence
between ANC and IFP support-
ers.

Nearly 8,000 people have died
since President F.W de Klerk
started to dismantle apartheid
three years ago.
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Landmark Tower rises amid Japan’s property glut

Charles Leadbeater reports on a market haunted by a worsening over-supply of office space

I
T ARCS up over the ele-

vated highway that passes

along Yokohama's water-

front - 70 stories of pristine

post-modernist architecture.
The Landmark Tower, the tal-

lest building in Japan, is set

amid 70 hectares of reclaimed
land and dlgncod docks, criss-

crossed by empty new roads
and abandoned railway tracks.

The Tower was conceived in

the late 1970s, financed during

the bubble economy of the late

1980s and it will be finished

just in time to join the worst
glut of office space Japan has
ever seen. When it was started

in the late 1980s, the space was
three times oversubscribed.
With the opening due this sum-
mer only SO per cent of the

offices has been rented out.

The glut is increasing every
day as long-planned buildings
are completed in Tokyo, Osaka
and Nagoya, the main cities,

and threatens to depress rents

and commercial land prices for

years to come. The property
market will be haunted by an
oversupply of office space for

at least five years.

The consequences could be

devastating for property devel-

opers. many of whom have
been driven to the verge of

JAPAN’S urban Earners have fuelled a sharp

rise in house building over the past year by
turning their hands to property development,

writes Charles Leadbeater.

These would-be-property developers are the
main force behind last year’s 17 per cent

Increase in apartment building, which is one of

the brightest spots in an otherwise depressed

economy.
Large swathes of Japan's big cities are still

reserved for agriculture, mainly rice paddies

and fruit trees. About 13 per cent of Tokyo’s

land is classified as farmland, worked by about
300.000 families. It is estimated that about
500.000 homes could be built upon this land.

A surge in apartment building in cities over

the past year is largely due to urban formers

turning over their land to housing to take

advantage of the tax changes of September
1991. These changes affected the capital gains

tax on land sold for residential development

and lowered the tax exemptions for farmers
who promised to form their land for at least 10

years.

As the farmers want to bold os to their land
holdings they have bunt apartments for rent

rather than condominiums for sale. The tann-
ers have been quenetng to borrow money from
the official Housing Loan Corporation to
Analog their development plans. At their peak
last year loans from the corporation were rising

at a rate of about 600 per cent annually.
A report by Credit Suisse securities says

there is no sign of land prices bottoming out yet
and an additional foil of between 10 per cent
and 30 per cent is still possible in big cities.

Tokyo

Unsold
condomJotunw (pOOfe)

12

Han

bankruptcy by the worst slump
in Japan's residential land
prices since 1945.

The property companies'
troubles means bad debts are

likely to continue to flow into

Japan’s severely weakened
banks. The bank’s weakness
could in turn limit their ability

to lead to finance the econo-

my's recovery.

There is some good news for

the hanks. The residential real

estate market is reviving. At
the peak in 1987. residential
inpri prices in the three main

cities of Tokyo, Osaka and

Nagoya rose by 33 per cent,

followed by a further 22 per
cent rise tire following year.

Last year they have foiian by
about 15 per cent after a *L2 per

foil last year. In some central

Tokyo areas such as Setagaya
and Yokohama the fall has
been about 59 per cent.

Lower prices have brought
houses within reach of first-

time buyers with average earn-

ings, prompting a sharp
increase in construction work
on owner occupied homes, up
about 11 per cent in the first

nine months of last year year.

Sfljpq of the cheapest condo-
miniums worth Y40m ($332440)
or less are higher thaw they
were in either 1990 or 1991,

whereas sales of apartments
which are more expensive than
this are down. Totyo’s stock of
unsold condominiums is six
timBc greater than din-mg the
height of the boom in 1987. The
Nomura Research. Institute
xtimatM fhi<j OVETSUPply hag

reduced prices to a point where
there could be a mini-boom in

sales of cheaper apartments.

Yet the grounds for opti-

mism are lHuffed. Sales of the

84 86 88 90 92

most expensive apartments,
which were built by specula-

tors. are still sluggish. This
unsold stock will hang over the
market for years.

Prices outride the main cities

are only just starting to folk

The increase in sales of

cheaper housing may not help

the hanks as their vulnerabil-

ity is to the speculative real

estate lending which went into

luxury condominiums. Sales in

these expensive apartments
are likely to remain sluggish

for at least a year.

Mr Jun Konomi, NRTs real

estate analyst, expects residen-

tial land prices will be

depressed for at least three

years after falling by a further

10 per cent in the next year-

However, the banks' relief

that an end to the fall in resi-

dential land prices may be in

sight will be short lived. Prices

in the commercial sector are

about to plunge as the centre

of Tokyo develops its first ever

glut of unsold office space.

The figures are alarming. In

the last two years projects

qn>npnting to 4,679 hectares of

office space were started in

Japan, with about 2400 hect-

ares in Tokyo and Osaka.

Over the next four years

about 5.4m square metres of

office space is planned within

Tokyo alone.

This extra space will be hit-

ting the market just as the
main client - the financial ser-

vices industry - is cutting

hack on staff to reduce costs.

This overaupply is yet to be

reflected in official figures for

office rents and commercial

land prices because they are

based on publicly quoted prices

which bear little relation to the

deals which tenants and own-

ers do behind closed doors.

Mr Yasu Ohno. Sumitomo

Trust's Bank’s long-serving

real estate analyst, believes

unofficial rents are often 40 per .

cent below published prices.

Mr Konomi at NR1 estimates

that these lower rents mean
commercial land prices In most

of central Tokyo should foil by .

between 30 per cent and 40 per

cent after an initial fall of

about 7 per cent this year,

Such a slump in tbe commer-

cial property market can only

be extremely worrying for tbe

banks. The 21 top banks
reported a 54 per cent increase

in non-performing loans to

YL2,300bn in the sue months to

the end of September. That

largely reflect the deteriora-

tion of the residential property

market. The looming slump fo

the commercial market is cer-

tain to sharply Increase the

banks burden of non-perform-
ing and rescheduled loans.

Most of the excess Tokyo
office development Is within

spitting distance of the city’s

Otemachi financial centre dis-

trict It can be little consola-

tion to tbe banks' senior execu-

tives that they wifi be able to M
watch one of the reasons for m
their mounting bad loans build

up each day before their very

eyes-

Trade surplus up 39.4%
to $5.3bn last month

Boutros Ghali asks Miyazawa to send troops to Africa

By Charles Leadbeater
in Tokyo

JAPAN’S trade surplus rose by
39.4 per cent to $5-3bn (£3.7bn)

last month, the government
announced yesterday, just days
after the new US administra-

tion called upon Japan to boost

domestic demand to increase

Imports.

The sharp increase in the
surplus, which was well above
expectations, was mainly due
to a 6.4 per cent foil in the

value of imports which out-

weighed a 0.8 per cent risein

the value of exports.

The Japanese government's
sensitivity over the figures was
underlined by a highly political

delay in their publication.
They had been originally

scheduled for publication last

Friday, when Mr Michio Wata-
nabe, foreign minister, met
senior officials of the Clinton

administration in Washington.
The finance ministry blamed

the delay on a discrepancy
between computer figures from
the customs department and
findings of the ministry’s sur-

vey of trading companies.

The rise in the surplus will

raise pressure on the ruling
Liberal Democratic party to

augment the 1993 budget with
an emergency package to stim-

ulate the economy.
The sluggish state of both

consumption and investment
was underlined by figures
showing a 6.5 per cent foil in

Tokyo department store sales

last month compared with Jan-

uary 1992, a 38 per cent drop in

industrial machinery orders
and a 35 per ent fall in orders

received by the top eight man-

ufocturers of machine tools.

Japan cool on UN
g

peacekeeping plea

Taiwanese visit upsets China
By Robert Thomson hi Tokyo

THE Chinese government has
complained to Japan over the

arrival in Tokyo yesterday of
Chien Fu, tbe first Taiwanese
foreign minister to visit in two
decades.

Mr Chien has arrived on a
tourist visa for a four-day “pri-

vate” visit, but Beijing has
taken his presence as an
unwelcome sign of a growing
Taiwanese diplomatic profile.

China Is concerned that sev-

eral countries have recently
appointed senior diplomats to

head unofficial missions in
Taipei, the Taiwanese capital,

at the same time as the
island's independence move-
ment is gathering momentum.

While Mr Chien is not sched-

uled formally to meet Japanese
government officials, he is

likely to meet senior officials of

the ruling Liberal Democratic

party at a parliamentarians’
function this evening.

A Japanese government offi-

cial said China's foreign minis-

try lodged a protest with the

embassy in Beijing, noting that

the Issuing of any visa to Mr
Chien is a de facto recognition

of his role as foreign minister.

The Nationalist Chinese gov-

ernment in Taiwan still claims
to be the legitimate Chinese
government, which makes Mr
Chien the “Chinese foreign
minister”.

However, Beijing regards
Taiwan as a rebel province and

opposes any foreign recogni-

tion of the island's govern-
ment.
“We knew that Mr Chien's

visit was a sensitive matter for

China, but we have explained

to them that this is a private

matter and that he is here as a
tourist We are not surprised

that they have complained,” a
foreign ministry official said
last night
The visit by Mr Chien Is the

first by a Taiwanese foreign
minister since 1972, when
Japan recognised the govern-
ment in Beijing and severed
links with Taipei.

Instead of an embassy,
Taiwan maintains an “Eco-
nomic and Cultural Represen-
tative Office" in Tokyo.

MR Boutros Boutros Ghali, the

United Nations sec-
retary-general, yesterday asked
Japan to play a bigger part in

world peacekeeping, saying
this would help counter com-
plaints that the UN was domi-
nated by tbe US. Reuter
reports from Tokyo.
But Prime Minister Kiichi

Miyazawa, facing strong
domestic opposition to a wider
role for the Japanese army,
responded cautiously in a
meeting with the visiting UN
chief!

He said Japan would not
hurry to expand Its participa-

tion in UN peacekeeping activi-

ties, which began last year
when a contingent went to

Cambodia.
Mr Boutros Ghali specifically

asked Mr Miyazawa to send
troops to Mozambique, after

earlier suggesting in a Japa-

nese television interview that

it commit troops to Somalia
also.

“I think the situation in

Mozambique meets your coun-
try’s condition [for sending
troops]," Mr Boutros Ghali told

Mr Miyazawa. “There is a solid

ceasefire agreement and
operations are under way for

rehabilitation of refugees.”

So for only 100 UN peace-

keepers are overseeing the for-

merly Marxist country's transi-

tion to democracy. The force

will eventually number more

than 7,000. The government
and Renamo rebels signed a
peace pact last October.

Earlier, Mr Boutros Ghali
suggested Japan commit troops

to Somalia, where he envisages

a new type of peacekeeping
operation.

Mr Boutros Ghali has
suggested that conventional
peacekeeping operations be
upgraded to "peace-enforcing

operations” which would allow

the UN to act without the con-

sent of warring factions.

Mr Boutros Ghali and Mr
Miyazawa did not discuss the

question of sending Japanese
troops to Somalia.

The UN chief said the world
body was undergoing a crisis

of confidence because some
member states have accused it

of coining under the sway of a
lone superpower.

“That is why we need the

participation of countries like

Germany, Japan and Brazil In
these and other United Nations
operations,” he said.

Mr Miyazawa said post-war

Japan had vowed never again
to become a key military
power and should not rapidly

expand its participation in

peacekeeping operations.

Japan's peacekeeping law,
enacted last year after 20
months of wrangling in parlia-

ment, forbids troops from tak-

ing part in United Nations
combat duties. Boutros Ghali (right) with Miyazawa yesterday: plea for help

A TV tale of licence and licensing
Kevin Brown watches the final episodes of a soap opera in the Australian media

A USTRALIA'S television

moguls are enmeshed
in a soap opera more

bizarre than anything on the

small screen. The plot Involves
politicians, big business and
struggling entrepreneurs. And
the final episode, expected
shortly, could seriously embar-
rass the government.
The story began in Novem-

ber. when parliament approved
the federal Labor government's
plans for the introduction of

subscription television ser-

vices. It provided for two
4-channel commercial licences,

and a 2-channel licence for the

state-run Australian Broadcast-

ing Corporation (ABO.
As an afterthought, the act

also allowed the use of fibre

optic cable or multi-point dis-

tribution systems by micro-
wave (MDS) technology.
“There will be no restriction

on tbe use of other technolo-

gies to deliver pay TV, such as

cable or microwave,” Senator

Bob Collins, the communica-
tions minister, told parliament

It is not clear whether Mr Col-

lins realised that MDS could

compete with satellite services.

But tbe potential was spotted

by some small media entrepre-

neurs. including Mr Steve Cos-

set a former managing direc-

tor of the Channel Ten
commercial network, and Mr
Kerry- Stokes, a Western Aus-
tralian publisher. By the end of
January, Australis Media, Mr
Cosser’s private company, had
acquired 24 microwave chan-
nels in Sydney and Melbourne,
and was preparing to bid for a
further six In each of Austra-
lia's six state capitals.

Australis was also negotia-
ting a partnership with Time
Warner, the US publishing
group, and Australian Provin-
cial Newspapers <APN), an off-

shoot of Dr Tony O'Reilly's

Filming an Australian soap opera; the off screen media moves are more Intriguing

Irish Independent media group.
Mr Cosseris plan was to set

up a national subscription ser-

vice, using microwave chan-

nels for local distribution and a
satellite to carry the signal

between cities. But less than 24

hours before the deadline for

the remaining MDS channels,

Mr Collins announced that tbe
auction had been abandoned.
He also instructed the Austra-

lian Broadcasting Authority
(ABA), the independent regula-

tory body, not to issue licences

to owners of microwave chan-

nels.

Mr Collins said tbe ban was
necessary to prevent "inferior”

MDS technology undermining
the prospects for satellite

transmission. He also claimed

to have acted in response to

pressure from the ABC. But a
Leaked letter from Mr David
Hill, ABC chairman, shows
that the government broad-
caster told Mr Collins only
three days earlier that it

wanted to compete with Mr

Cosser in MDS broadcasting.

Nor does the claim that MDS
Is “inferior” stand up to exami-
nation. The technology is in

use in more than 28 countries,

including in more than 17m
homes in the US.

The government’s action has
attracted almost universal

opprobrium. But Mr Cosser has

an explanation of why Mr Col-

lins changed tack.

H e claims that the gov-

ernment was asked to

block MDS by Consoli-

dated Press Holdings (Cons-

Press), the media group owned
by Mr Kerry Packer, Austra-

lia's richest man. Mr Packer,

who dominates magazine pub-

lishing and owns a controlling

share in Channel Nine, the top-

rating commercial television

network, is believed to be plan-

ning to bid for one of the two
commercial satellite broadcast-

ing licences.

"Kerry made us an offer,

basically to get out of the road

or get crushed. We rejected
that offer," says Mr Cosser. “I

believe that Kerry Packer's
people and other large media
players made representations
to the government in the dying
days of the tender process,
some more forceful than oth-

ers. But I don’t know what was
said, threatened or offered that
led to such a dramatic policy
reversal"

Mr Packer, who rarely
speaks even to his own media,
has not commented on Mr Cos-
ser’s claims. However, it is

clear that both Channel Nine
and the forthcoming satellite

services would have faced seri-

ous competition if MDS broad-
casting had not been blocked.
In addition, the broadcasting

act requires satellite broadcast-
ers to use newly developed dig-
ital compression technology,
which may not be available
until 1996, giving MDS opera-
tors two or three years to build
market loyalty.

Whatever tike reasons for his

decision, Mr Collins suc-

ceeded in reviving long-stand-
ing criticism of Labor’s close

relationship with media propri-

etors such as Mr Packer and
Mr Rupert Murdoch, chairman
of News Corporation, which
controls 70 per cent of daily
newspaper circulation.

The decision has also hurt
Australia’s reputation among
foreign investors, already wary
following the last minute
blocking of a proposed gold
mine at Coronation H31, in the
Northern Territory, and the
government’s frequent policy
changes over the sale of the

Fairfax newspaper group, even-
tually acquired by Mr Conrad
Black's UK Daily Telegraph
group.
However, the biggest blow to

the government may be deliv-

ered in the courts, where it

feces litigation on two fronts.

In Western Australia, Mr
Stokes won an interim Injunc-

tion against the government's
decision to stop the sale of

MDS channels. The federal

court will decide shortly

whether the government has
tbe power to stop the auction.

in Sydney, Mr Cosser claims

Mr Collins exceeded his
authority in directing the ABA
not to award MBS licences, and
is threatening to sue for dam-
ages if tbe authority refuses

his application. The wording of
the broadcasting act suggests
that he may win if the case
goes to court

Australis has also lodged a
complaint with the Trade Prac-

tices Commission, the competi-
tion watchdog, alleging that
the commercial television net-

works colluded to prevent' the
company entering the subscrip-

tion television market. Such
collusion would be illegal

under Australian competition
legislation.

Australian

opposition

takes big

poll lead
By Kevin Brown (n Sydney

AUSTRALIA'S conservative
opposition took a commanding
lead over the ruling Labor
party during the first week of
campaigning for the federal
election on March 13.

According to a NewspoU
opinion poll published yester-

day in The Australian newspa-
per, support for the conserva-
tive Liberal/National party
coalition increased during the

week by 3 percentage points to

48 per cent
Support for the government

fell by half a percentage point
to 39JS per cent, giving the
coalition a lead of&5 points. A
swing of 0.9 per cent Is needed
for a conservative win.
NewspoU said the results

suggested the conservative
parties would Win by 53.5 per
emit to 4&5 per cent after the
distribution of preferences
muter Australia’s preferential

voting system.

This would give the conser-
vatives a majority of around
30 seats in the 147-seat House
of Representatives, and make
the coalition the largest group-
ing in the Senate.

Worryingiy for the govern-

ment, 50 per cent of voters

said they expected the coali-

tion to win, against 29 per
cent who expected a Labor vic-

tory. Only 55 per cent of com-
mitted Labor supporters expec-

ted the government to win.

Tbe poll indicates a less

emphatic conservative lead

than a poB last week in Tbe
Age newspaper in Melbourne,
which estimated the coalition

lead at 12 points. However,
NewspoU has a reputation as

an accurate polL

Judge turns down
KIO appeal oyer

$5bn Spanish loss
By Pater Broca In Madrid

THE KUWAIT Investment
Office, the external Investment
arm of the Kuwaiti govern-
ment. was dealt a serious blow
yesterday by a Spanish judge
who turned down a KIO appeal
against a decision not to open
a criminal investigation into
the actions of former KIO man-
agers in Spain.

The KIO's new management
has accused its predecessors
and some Spanish associates of
losing more than $5bn in Spain
since 1986 and claims they
stole $lbn through Grupo Tor-
res, the KIO holding company
in Spain.

Last month Spain’s senior
judge in economic matters, Mr
Miguel Moreiras, refused to
allow the KIO to bring criminal

charges against Sheikh Fahad
al-Sabah, former chairman of
the KIO, Mr Fouad Jaflar, for-

mer KIO general manager, Mr
Javier de la Rosa, who man -

aged the KIO’s investments in

Spain and five Spanish associ-

ates. Judge Moreiras said then
the KIO suit contained “no evi-

dence” of criminal wrongdoing.
Judge Moreiras said yester-

day the KIO’s lawyers had no
new evidence and had "not
known how to, or not been
able to, focus their accusations
into any known crime". The
high court in Madrid has to

approve Judge Moreiras* two
rulings in toe KIO case so for

but it would be a judicial sen-

sation if they were overturned
The rejection of the appeal

will probably encourage the
KIO’s new management to

begin judicial proceedings else-

where, possibly in London.
These managers have been

running the KIO for about nine

months now, most of which
have been taken up wiUjp
denouncing the KIO's Spanish
investment drive.

Until now though, the cam-
paign against the former man-
agers has resulted only in the

collapse of the Spanish busi-

nesses. In the process, how-
ever, Kuwait’s finances have
been opened to close interna-

tional scrutiny for the first

time and, if the new manage-
ment Is unable to prove Its

allegations of fraud and con-

spiracy to steal, some observ-

ers believe Kuwait's credibility

in world financial markets win

suffer.

Judge Moreiras obliquely
criticised the KIO and its law-

yers for trying to drum up pujjjfl

licity in the Spanish mediae

"There is no legal way of tak-

ing into account tbe spectacu-

lar nature (of the accusa-

tions)," he said, “and they
viewed independently of the

notoriety they have achieved."

• Mr Javier de la Rosa, the

former manager of KIO invest-

ments in Spain, said yesterday

he was planning to sue senior

officials at the KIO for 0500
for defamation.

He said he had already

begun proceedings, to bring a

civil suit against the KIO presi-

dent, Mr Ali Rasbaid al-Badr,

Mr Mahmoud al-Nouri. the

head of Grupo Torres, ..the

KIO's foiled Spanish arm, Mr

Salah al-Maousberji, an advisa*

to Torres, and Mr Abdulwahag
ai-Haroon, chief of the KM?
direct investments department
Mr De la Rosa has been the

main butt of attacks by tje

new management of the KIO

for the bet nine months.
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% NEWS: WORLD TRADE
UK engineering group to build

£200m South African steel plant

Davy wins
record mill

export order
By Andrew Baxter In London
and Philip Gawtth
h dohannesourg

DAVY INTERNATIONAL, part of
the Trafalgar House engineering-
to- hotels group, has won the
UK's largest export order to
South Africa in recent years with
a £200tn contract to supply a
complete stainless steel rolling
mill.

The order, which will he
announced today, is a big boost
for Britain's heavy engineering
sector. Most of the equipment
will be bought in the UK from
suppliers including GEC in
Rugby and Bronx Engineering in
the West Midlands.
The contract is for the R5L5bn

(F790m) expansion of the Colum-
bus stainless steel plant at
Middelburg, which will quadru-
ple South Africa’s stainless steel
capacity to 500,000 tonnes a year
from 1996, and turn it Into the
world’s sixth largest producer.
The order was won against

strong International competition.
Mr Fred Bosboff, chief executive
of Columbus, said there had been
“tremendous Interest” in the ten-
ders for the project, with bids
from companies in the UK.
Prance, Germany, Italy, Austria
and Japan.
Some of the bids had been very

keen. Indicating the lean state of
the international engineering
industry.

Columbus, for which Davy
built the original plant In
1900-1982, Is a joint venture

between subsidiaries of Anglo
American and Gencor, South
Africa's two mining giants.

The award of the complete hot
mill and cold mill facility gives
Davy the responsibility for the
design, supply, installation and
commissioning of equipment
which will make strip, coil and
plate from slabs produced in tbe
new Columbus melt shop.

This will be supplied by Voest
Alpine, the Austrian engineering
group, while Mannesmann
Demag of Germany will supply
cranes for the project.

In response to local criticism
that major contracts were going
offshore, Mr Boshoff said in order
to compete internationally state-
of-the-art plant was required and
nobody In South Africa had the
capability to supply tbe Inte-

grated steel plant. He noted that
Davy and others would be buy-
ing many of their parts In South
Africa.

The contract is Davy's biggest
since its takeover In 1991 by
Trafalgar House, and comes a
month after Ddvy won a £100m
turnkey contract to build a new
coking oven for Bethlehem Steel
in tbe US.

Financing for the rolling mill
contract was arranged by Klein-
wort Benson. The UK merchant
bank is raising 15 per cent of the
money privately and the rest is

being arranged through the UK’s
Export Credit Guarantee Depart-
ment.

* US call for trade

goals with Japan
By Nancy Dunne
in Washington

AN IMPORTANT US private

sector advisory panel has
called on the Clinton adminis-
tration to negotiate a series of
specific trade targets with
Japan, aimed at boosting US

; v* upmnfm'iiHiHt-wpnrts. - ~

Failure to achieve these
“temporary quantitative indi-

cators'* within an agreed time
span would result either in
further negotiated measures or

US sanctions, says the Advi-

sory Committee for Trade Pol-

icy and Negotiations in a
report to the president.

With the trade community
awaiting a cogent Clinton
trade policy, the report is

receiving particular attention.

It supports only “restrained

use” of trade sanctions, but
says they must be used if trade

pacts are violated.

Although US manufactured
exports to Japan have
Increased at an annual rate of

13.1 per cent since 1989, the

rate of Increase has slowed
dramatically. The bilateral

trade Imbalance has become “a
lightning rod politically” in

the US and it may well become
a political problem worldwide
for Japan, the report says.

At the start of the Bosh
administration, the committee
recommended a programme
including fiscal and monetary
changes. This eventually
became the Structural Impedi-
ments Initiative, Under which
both countries agreed to take
macroeconomic steps to
Improve the trade balance.

The panel's latest report
says Japan has dime well with
its $85bn supplemental budget
proposal to stimulate domestic
demand. Bat it urges it to take
farther steps to reduce Japa-

nese savings, increase con-
sumption and discourage anti-

competitive business practices.

The US has done less to meet
its commitments. Savings and
Investment have dooHnwi as a
percentage of gross domestic
product and the budget deficit

has shown no improvement
“As long as the US economy
remains biased toward con-
sumption and the Japa-
nese. . : . toward production,
the US will have a significant

trade deficit with Japan,” the

report admits.

Thailand

proposes to

establish

exim bank
THE Thai cabinet yesterday

approved a draft bill to estab-

lish an export and import
bank, according to Radio Thai-

land, AP reports.

The measure, expected to be
introduced in the next session

of parliament in May, would
set up the bank as an arm of

the Finance Ministry, free from
commercial banking rules. It

would be capitalised at 8t2.5bn

(£67m), which would be con-

tributed by commercial hanks

and the Bank of Thailand, and
drawn from foreign exchange

profits confiscated from com-

mercial banks for misconduct

The governor of the central

£& bank would serve as the exim
' bank's director for the first

three years to smooth the

transfer of some functions.

Singapore picks

rail contractors

Mass Rapid Transit of Singa-

pore has awarded a SS65.3m

(£28m) trackwork extension

contract to a joint venture

between the UK's Balfour

Beatty anti Gammon Construc-

tion' of Hong Kong. Reuter

reports from Hong Kong.
• Gammon, which announced
the contract yesterday. Is

owned jointly by Jardine

Matheson’s Jardine Pacific and

Trafalgar House. The Balfour

^Beatty-Gammon joint venture

^was selected from five tenders.

The contract is one of the last

two large ones for the 16km

Woodlands, extension project.

The line is due to start operat-

ing in 1996.

US group

plans $40m
brake plant

in Europe
By John Griffittts

KELSEY-HAYES, the motor
components subsidiary erf Ver-
ity of the US, is to invest up to

840m in a greenfield plant in
Europe with an eventual
annual capacity of Im vehicle

anti-skid braking systems.
Mr John Utley, Keisey-

Hayes* vice-chairman, indi-

cated In London yesterday that

Spain, Portugal and the UK
had been ruled out as locations

for the new systems plant Last

year, Kelsey-Hayes established

a European research, develop-

ment and sales headquarters in
Frankfurt. However, Ger-
many's high cost base makes it

almost certain that the new
plant - a high-technology cen-

tre expected to employ only
about 100 people - will be
based In France or one or tbe

Benelux countries. The loca-

tion is expected to be
announced within two weeks.
Mr Utley said the group had

signed two contracts worth
$H0m a year to supply Euro-

pean car makers with the anti-

skid systems, starting late next
year.

The move comes as Hayes
Wheels International, the
group's vehicle wheel manufac-
turing operation recently
floated on the New York Stock
Exchange - in which Kelsey-

Hayes retains a 46 per cent
stake - prepares to sign this

week an agreement to create a
joint venture company with
Czech steel maker Ostrava to

supply car wheels to both east

and west European car mak-

ers.

Indians key into the market for software
A N ENGINEER at

Infosys, an Indian soft-

ware group, presses a
computer key in Bangalore,
south India

,
and his machine

connects directly with the com-
puter centre of the Holiday Inn
hotel chain 12.000 miles away
In the US.
Infosys is supplying Holiday

Inn with hotel reservation soft-

ware.
Its other customers include

General Electric of the US and
Reebock, the British-owned
sports shoe maker, which have
bought sales management pro-

grams, and Digital Electric; the
US computer company, which
ordered software to control a
fleet of 15,000 sales vehicles.

Thanks to satellite technol-

ogy. engineers in Bangalore
can communicate almost
instantaneously with counter-
parts in the US, Europe and
Japan.

Software exports are pouring
out of India in ever-increasing
volumes, as more multination-

als advantage of the high-
skill low-cost engineers who
are one of India’s biggest com-
petitive advantages.
“India is already a great

influence on the world soft-

ware market,” says Mr Michael
Klein,' head of the Indian

operations of IBM, the US com-
puter group. “They are getting

better all the time. If they con-

tinue to get better they will

become unbeatable tor the next
10 or 20 years.”

High-skill, low-cost engineers are getting better

but there are still hurdles, writes Stefan Wagstyl
India must overcome many

hurdles, if it Is to fulfil Mr
Klein's prediction.

Its phone and transport net-

works are inadequate and red
tape still hinders business
activities despite economic lib-

eralisation in recent years.

Violence after destruction of

tbe Ayodhya mosque has also

disturbed some foreign compa-
nies' plans.

Moreover, there Is tough
competition from other low-

cost software exporters, includ-

ing east Asian and east Euro-

pean countries.

But many foreign high-tech

companies believe India's engi-

neers are bard to beat because
they speak English, the lan-

guage of international high-
tech trade, and are trained at

some of the best universities in

the developing world.

According to a World Bank-
funded report, average
monthly wages for program-
mers in India are just $225

(£158) compared with $600 in
Singapore and $2£00 In the US.
India is. starting from a low

base, with less than l per cent

of world software output
Indian software engineers

estimate they have a sizeable

12 per share of developing

INDIAN SOFTWARE EXPORTS IM Sm jymmn to June)
198*47 1987-88 1988-89 1SS9-90 .1990-91 1991-92 1992-93*

39 52 87 100 128 179 225*

fimMani Mmhonal *nnrn*km of Sofwwi and j«Wc* Campon*—.

countries' software exports.
Exports are expected to reach
$225m in the year to June 1993

and are growing at an annual
rate erf 30-40 per cent.

Moreover, success in soft-

ware is beginning to encourage
improvements in the quality of

domestically produced hard-
ware, pntpnHally atm a signifi-

cant export
Foreign companies have held

1mm*ir frtnn investing in fa<Ua
l

not least becanse erf the painful

experience of IBM, which quit

tiie country in the mid-1970s in

a row with the government
over ownership of its Indian
subsidiary.

But the economic liberalisa-

tion that started in the mid-
1980s and that gathered pace
when Mr P V Narasimha Rao,

the prime minister, launched
reforms in 1991, has persuaded
multinational companies to
reconsider India

Texas Instruments, the
microchip maker, which
opened a software centre, in

1986. was one of the first to

Invest. Motorola. Digital Equip-

ment and Intel have followed.

IBM, because of its past expe-

rience, has been one of tire

later arrivals. It signed a joint

venture with Tata, the indus-
trial conglomerate, last year.
This month it opened an office,

block in ~ Bangalore and
launched three ranges of com-
puter on to the Indian market.
Mr Richard Gall

,
managing

director of the Indian subsid-

iary of Texas Instruments,
says; India is now a critical

part of our design capability."

Indian-controlled exporters
are winning increasingly
complex orders. Tata Consul-

tancy Services, a Tata group
software house and the biggest

exporter. Is capable of "study-

ing” client businesses and

.

"helping” to design “one-off”

systems. So Is Infosys, which Is.

Opening marki»Hng this

year in Boston, San Francisco

and Paris and next year in Dal-

las awd Chicago.

Indian companies believe
they are more likely to succeed

.

in producing customised pack-
ages than in competing in the
market for packaged software,

which requires far more mar-
keting muscle in developed
countries than they can afford.

Foreign buyers are far more
cautious about purchasing
Indian hardware.
The partnerships struck so

far between multinationals and
Indian computer companies
generally involve the

.export of

software.

I
n return, the foreign group
supplies the Indian partner

with brand-name comput-
ers and/or kits for sale in India
but not for export to other
countries. This helps foreign

companies enter the Indian
market and Indian groups to

sell top-quality machines.
However, the domestic

industry is still protected by
high import tariffs, which
restrict sales growth by keep-

ing prices high - above $2,000

for a basic personal computer. ’

Only 110,000 computers were
sold in India last year, split

among over 20 manufacturers,

giving little scope for large-

scale cost-efficient production.

Mr Dick Heimlich, corporate

vice president of Motorola, tbe

American electronics group,

says: "The problem isn't qual-

ity standards but costs, which
can be three times higher than
in the US.”

.

Given enough support and a
big export order, some Indian
hardware suppliers may make
the grade.

Dell Computers of the US,

the personal computer maker,
has placed an order for the
assembly ctf printed circuit

boards with PCL, a leading

Indian manufacturer, for no
less than $50m. ' "That's a
breakthrough. It means they

can reach critical mass.” says

Mr Gall of Texas Instruments.

But others have yet to follow

Dell. Mr at IBM believes

it will take time for Indian

companies to meet the compa-

ny's quality standards. He
plans to start by purchasing

low-technology items such as

rflhipfi and transformers.

For the next few years at

least, fortune is likely to

favour software producers.

This should work to India's

advantage, since software sales

are expected to grow faster

than hardware revenues in the

global computer industry.

Moreover, some engineers

believe that innovations in

software will Increasingly lead

hardware development in the

future. As Motorola’s MrdAjm-
lich says; "Tbe indusyV is

evolving in India's favours
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NEWS: UK

Bank warns rate cut would undermine inflation policy

High corporation tax revenues, coupled with

relatively low government spending, contrib-

uted to a higher-than-expected £3.83bn surplus

In government finances in January. It was the

first monthly surplus for a year.

About £lbn of the surplus was due to a new
system for collecting value added tax from big

companies on a monthly basis. This brought
forward to January receipts which would nor-

mally be paid this month.
The large surplus recorded last month is

likely to be countered by big deficits this month
and in march. That is expected to push the

public sector borrowing requirement for

1992-93 to about £37bn, after a £l3.7bn deficit

in 1991*92.

The Treasury said yesterday the FSBR for the

first 10 months of the year came to £2l.6bn,

compared with £6.5bn at the same stage in

1991-92. The deficit has increased as the reces-

sion has cat tax receipts and pushed spend-

ing on unemployment benefits.

By Peter Norman
and Peter Marsh

THE BANK of England
yesterday gave the government

a thinly veiled warning that a
further cut in interest rates at

present would jeopardise its

struggle to defeat inflation.

In its first quarterly report

on inflation, the Bank said

expectations of inflation are

still too high in Britain and the

government’s target has yet to

win credibility.

It warned “further progress

is required" to meet the gov-

ernment's inflation objective of

keeping the annual increase in

the retail prices index, exclu-
ding mortgage interest pay-
ments. in a 1 per cent to 4 per
cent target range during the
life of this parliament
The Bank also said it expects

UK unemployment to continue

rising for some months and
urged wage restraint to pre-
vent further job losses. It has

seen few signs so far of recov-

ery in demand and output.

This gloomy view was borne
out yesterday by government
figures for industrial produc-
tion. These showed manufac-
turing output feU in each of

the last two quarters of last

year. Output of ail production

industries, including manufac-
turing, energy and water,
dropped in 1992 for the third

year running - the first time
this has happened since the
early 1930s.

Although the Bank believes

that underlying inflation can
stay in a 3 per cent to 4 per

cent range over the next two
years, there are risks that the

top level of the target will be

breached. The Bank warned
that “a sustained further

depreciation of sterling" could

cause inflation to exceed the

target range.

Although the Bank is not

independent, it was recently

given a mandate by the gov-

ernment to combat inflation.

Yesterday's report is a sign it

takes its duties seriously.

The Bank considers the

report is an important check

on government actions. It has

taken steps to ensure that it

has a wide circulation by offer-

ing it for safe in leading book-

shops. Mr Robin Ldgh-Pemb-
erton, the Bank governor, has

also invited the influential

House of Commons Treasury

and Civil Sendee Committee
to comment on the report.

The report itself details how
cost pressures have built up in

the economy since sterling’s

exit from the European
exchange rate mechanism, it

marks out the government's

limited room tor manoeuvre

by setting its present

monetary policy in the context

of continuing inflation pres-

sures.

Although the Bank sup-

ported the cut in bank base

rates to 6 per cent in January,

it warned yesterday that the

easing of policy since Septem-

ber will now trigger a pause in

the process of lowering UK
inflation.
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Tax rules

adjusted

on foreign

exchange
By Andrew Jack

COMPANIES will be subject to

more equitable taxation on for-

eign exchange gains and
losses, under long-awaited and
radical draft legislation circu-

lated yesterday by the Inland

Reytfnue.

Thai rules will permit them
to offset losses on exchange
fluctuations against tax for the

first time. Previously compa-
nies have been taxed on any
exchange gains without being
allowed to take any corre-

sponding allowances for losses.

The Revenue said the legisla-

tion would not be retrospec-

tive, so it will not help compa-
nies which suffered heavy
exchange losses after the
depreciation of sterling at the

time of Britain's withdrawal
from the exchange rate mecha-
nism last autumn.
But tax practitioners gener-

ally welcomed the proposals as
a change which would bring

the UK into line with the tax

regimes in other countries in

the long-term.

“This gives British compa-
nies more of a level playing

field with the rest of the

world." said Mr Derek Jenkins,

a tax partner with Coopers &
Lybrand. “They will be taxed

on their trading transactions

in foreign currencies in the
same way as they are
accounted for in economic
terms."

Ms Emma Lubbock of Price

Waterhouse said: “Companies
will welcome the certainty of

tax treatment and the removal
of anomalies." But she said

they would be daunted by the

40 pages of regulations and
notes.

The Revenue said the effect

of the changes would be
broadly tax neutral, with any
losses from the introduction of

allowances being offset by new
taxes on gains which were out-

side the remit of previous legis-

lation.

The draft regulations have
been circulated for comment
before the end of March follow-

ing a previous consultation
document in 1991. The legisla-

tion is unlikely to be enacted
until next year at the earliest

Practitioners said the new
version largely reflected the
comments made during consul-

tations with organisations
including the so-called “Group
of Nine" of professional bodies

and corporate representatives.

Mr Jenkins said there was
still concern over the apparent
exclusion from the new rules

of allowances for foreign
exchange losses of holding
companies, and for foreign
companies with a series of UK
operations. He also expressed
doubts about the fairness of
some of the provisions for anti-

avoidance on loans between
related parties and ou inconsis-

tent taxes and allowances on
unrealised gains.

Ms Lubbock said that in the

short-term, companies which
had structured their operations
to compensate for the existing

tax system would be concerned
over how far they might be
penalised until the new system
is implemented.
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Major accused of

‘outright abuse’

over Maastricht
By Ralph Atkins

MR JOHN MAJOR was
accused of “outright abuse" of

Britain's constitution by the
opposition Labour party yester-

day over the government’s
handling of the bill to ratify

the Maastricht treaty.

The attack, which followed

an embarrassing about-turn by
ministers on Monday, foreshad-

owed a possible clash between
the government and parlia-

ment over Labour's amend-
ment to include the social

chapter in the bill.

Labour leaders said they
would try to turn the debate on
its amendment 27 on the social

chapter into a vote of principle
- even though the govern-
ment said on Monday that

fresh legal advice meant that

Maastricht could still be rati-

fied without changes if the
amendment was passed.

Although the government
has removed some of the sting

from Labour’s amendment, the

spectacle of Mr Douglas Hurd,
foreign secretary, correcting

the government line set out a
few weeks ago by Mr Tristan

Garel-Jones, Europe minister,

gave ammunition yesterday to

Labour.

In the Commons. Mr John
Smith, Labour leader, said the

prime minister was, “deter-

mined to use every slippery
manoeuvre to avoid Parlia-

ment deciding this issue.

Aren't you engaged in an out-

right abuse of our unwritten
constitution?"

He asked Mr Major to say
whether parliament should be
able to decide if the social

chapter should be incorporated

in Maastricht.

The prime minister con-
finned that MPs who back the

social chapter will only have
the choice of accepting the
treaty as a whole or not at alL

“It is for this house to decide

by its vote on third reading

whether to approve the Euro-

pean Communities (Amend-
ment) Bill and enahle the gov-

ernment to ratify the treaty,"

Mr Major said.

There were two sorts of
amendment, Mr Major said.

“Those that would render our
law incompatible with the

Treaty and must be defeated,

and others which are undesir-

able but would not prevent us
from ratifying."

The government regards
amendment 27 as being in the

second category.

Euro-sceptic Tory MPs sig-

nalled that they may still vote

for Labour's amendment
because of possible embarras-

John Smith, at the Commons despatch box. yesterday accused the government of slippery manoeuvres on Maastricht

ment to the the government
and the faint prospect that it

would scupper Britain's ratifi-

cation of Maastricht With the

Liberal Democrats pledged to

back Labour, the chances of a
government defeat have
increased since Monday, one
Tory rebel said.

Amendment 27 would
remove the Maastricht treaty

protocol that includes both the

social chapter for the other 11

European Community mem-
bers and Britain’s opt-out.

The row has descended into

a conflict over legal advice.

Labour believes its amendment

could still force the govern-

ment to call an inter-govern-

mental conference and imple-

ment the social chapter before

Maastricht can be signed.

Last night Mr Smith wrote to

the prime minister asking for

the publication of advice on
amendment 27 given by the

government’s law officers and
by the foreign office.

Labour is also determined to

press other amendments to the

Maastricht treaty - including

on increasing accountability of

the European central bank -

and to keep the pressure on
the government.

Lawyers rule out challenge to UK stance on social chapter
By Andrew Hill in Brussels

BRITISH industry’s European
competitors would almost certainly
fail if they tried to challenge in court

the UK government’s refusal to adopt
the social chapter of the Maastricht

treaty.

EC lawyers in Brussels indicated

yesterday that companies and govern-
ments bad little or no legal redress if

competitors chose to exploit more
favourable terms and conditions for

workers in other member states.

The debate has been fuelled by the

row in the British parliament over the
UK’s opt-out from the controversial

social chapter, and the recent decision

by Hoover, the US manufacturer of
domestic appliances, to switch pro-

duction of vacuum cleaners from
Dijon in Prance to Cambnslang in
Glasgow, Scotland.

Lawyers agree that more favourable
labour legislation and lower salaries

may give a competitive advantage to

some countries. But they point out
that decisions made on those grounds

are hardly affected by EC legislation,

which is very sparse in the sensitive

area of labour law.

"Even among the II which have not
opted out of the social chapter, there

has not been total harmonisation,"
said Mr Francis Herbert, a partner
with Loeff Claeys Verbeke, the Bel-

gian law firm.

EC countries such as Portugal have
long exploited their low labour costs

to attract investment In recent cases
- such as the decision by Volkswa-
gen and Ford to build a minivan plant

in SetubaL Portugal - the main legal

question was whether aid granted to

the companies conformed with EC
rules on state subsidies.

Mr Clive Stanbrook of Stanbrook &
Hooper indicated that companies
would probably have more success if

they tried to bring a case against EC
countries which were gaining an
advantage by not implementing envi-

ronmental legislation. “There's no
reason why those parts of the Com-
munity that have lower wage rates

and lower overall social costs should

not be chosen by industrialists," he
said.

Mr Jacques Bourgeois of Baker &
McKenzie said yesterday that in addi-

tion. if the Maastricht treaty is rati-

fied by all 12 member states, the opt-

out from the social chapter will itself

become part of EC law: “This is a
competitive edge which has been fully

accepted by the signatories [of

the treaty]. The [European] Court
of Justice would have great diffi-

culty in saying it couldn't accept
that"

Salvation Army victim

of alleged $8.8m fraud
By John Mason,
Law Courts Correspondent

THE Salvation Army yesterday

claimed that it had become the

victim of an $&.6m fraud.

A writ Issued in the High
Court alleges that Tilen Securi-

ties Inc, its owner, Mr Stuart

Christopher Ford of Birming-
ham, and Mr Gamii Naguib
conspired to defraud the Salva-

tion Army of the money.
The Salvation Army refused

to give details of the relation-

ship between it and the three

defendants. In a statement it

said that despite repeated
requests for money owed to it

only 8500,000 had been rein-

stated

Commissioner John Larsson,

the charity's Territorial Com-
mander in the UK. said it had
been left with no alternative

but to take legal action to seek

recovery of the rest of the
money.
The High Court action fol-

lows proceedings started in

Luxembourg last month when
bank accounts containing
some 8520.000 were frozen.

The legal action has the full

support of the Charity Com-
mission. The Salvation army
has asked Coopers & Lybrand,
the accountants, to conduct a
full investigation.

The charity, the largest pro-

vider of social services after

the government, last year had
an income of almost £80m of

which £12m came from public

donations.

Mr Larsson said: “I firmly
believe that the public

will see that we are acting
decisively."

None of those named on the

writ could be contacted for

comment last night
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BA faces new
competition

from Virgin
By Paul Betts,

Aerospace Correspondent

MR RICHARD Branson’s
Virgin Atlantic Airways is

stepping up its challenge to
British Airways and launching
a new service from London's
Heathrow airport to New
York’s Newark airport at the
end of next month.
Mr Branson, who is still

seeking compensation from BA
for the commercial damage he
claims his airline suffered from
BA’s “dirty tricks" campaign,
is expected to officially

announce the start of
the new service when he
opens Virgin’s new Elm pas-
senger lounge at Heathrow
next week.

Virgin will switch its present
Newark service from London’s
Gatwick airport to Heathrow
because the airline has secured
the necessary take-off and
landing slots at the bigger air-

port. Mr Branson said the ser-

vice would enable Virgin to

compete directly against BA on
the Newark route from Heath-
row.

The Virgin chairman said
yesterday the airline planned
to resume a separate service

from Gatwick to Newark next
year, when it expects to receive
new aircraft to increase the
size of its fleet.

Virgin is in advance negotia-
tions with the European Air-
bus consortium to acquire four
A340 long-range Jets with an
option for an additional A340.
It is also negotiating with Boe-
ing to acquire a 747-400 jumbo
with options for the new Boe-
ing 777 twin engine airliner.

The Newark service will
bring to four the long-haul des-
tinations served by Virgin
from Heathrow. The airline
already operates to Los
Angeles. New York's JFK air-

port and Tokyo.

Government unveils plans

for London hospital closures
By Alan Pike,

Social Affairs Correspondent

THE government yesterday put
in place a strategy aimed at

achieving widespread hospital

closures in London while tak-

ing the force out of opposition

to the restructuring.

Final decisions on the most
sensitive hospital closures rec-

ommended in Sir Bernard
Tomlinson’s report on London
healthcare will not be made
until after further reviews and
consultations later this year.

But this does not amount to

a reprieve for threatened hos-

pitals like St Bartholomew's
and the Charing Cross, even
thongh the government has
feared that closing famous
institutions would cause a
political storm.

Mrs Virginia Bottomley,
health secretary, made it clear

last night that the London
restructuring proposals would

not be considered by ministers

as a single package again. Deri-

sions on the future of individ-

ual hospitals will be taken sep-

The government’s plans won a
broad welcome yesterday from
most London hospitals
affected. Both Guy’s and St
Thomas's said they were
pleased Mrs Virginia Bottom-
ley, health secretary, had
accepted the recommendation
that they should merge as a
single NHS Trust St Thomas’s
said it particulary welcomed
the recognition of the need for

a merged accident and emer-
gency department for south
London on one site.

arately from now on. Threat-

ened institutions - faced with
fragmented decision-making
and an uncertain timetable -

mil find it difficult to maintain
tbe high-profile level of cam-
paigning that preceded yester-

day’s announcement.
The government has

accepted the broad conclusions

of the Tomlinson report - that

up to 2,500 inner London hospi-

tal beds should be shed over

the next five years, with
resources diverted to family

doctor and community ser-

vices.

Mrs Bottomley announced
plans for £170m capital expen-
diture on improving local med-
ical services in inner London
over the next six years, plus
£40m extra revenue expendi-
ture next year. A number of
Innovations. Including introdu-
cing salaried general practitio-

ners to Improve inner London’s
family doctor services, are
planned.
“London deserves the radical

overhaul which, over the
years, many have promised but
none have delivered," Mrs Bot-

tomley told the Commons.
The long-standing financial

problems of the capital’s teach-
ing hospitals have been
brought to a head by the 1991

health reforms, which are lead-
ing to health authorities out-
side inner London treating
more patients locally. £50m has
been spent on government sub-
sidies to cover the London hos-
pitals’ lost income this finan-
cial year, and this is Ukely to

double next year.

Guinness judge criticises bias

By John Mason,
Law Courts Correspondent

THE current bias in fraud

trials towards defendants
should be changed to simplify

issues and shorten the time

cases spend in court, the judge

in the final Guinness trial

suggested yesterday.

Mr Justice Turner criticised

the current procedure, under
which a prosecution has to out-

line all details of its case at the

start of a trial while defence

lawyers can hold back material

to set up “ambushes”.
Considerable time could be

wasted and jurors insulted by

witnesses being cross-exam-

ined about matters which were

never in dispute, he said.

In the last Guinness trial,

which ended with Mr Thomas
Ward's acquittal on Monday of

alleged theft, much time bad

been spent pursuing matters

which were never live Issues,

he Tbe real issue had

been whether or not Mr Ward’s

£5.2nj fee bad been dishonestly

obtained, he said.

Mr Justice Turner called for

defendants to have to disclose

as much material as prosecu-

tions at the start of trials, as

happens in civil litigation.

Defendants who failed to do
this should be prevented from
introducing evidence which
had been held back.

His comments were wel-
comed by Mr George Staple,

director of the Serious Fraud
Office, who said they were in
line with the SFO’s recommen-
dations to the Royal Commis-
sion on Criminal Justice.

Mr Justice Turner called for

judges to be given powers to

decide whether “anti-social

behaviour" in the markets
should be dealt witb by regula-

tors or the courts.

Britain in brief

Seized parts

Iran-bound,

says report
British customs officials have

seized thousands of fighter air-

craft parts ordered by Iran,

according to a report in Flight

International, the aviation

magazine.
The magazine said the parts

were ordered by DBL a small

company based near Maiden-

head. west of London, ran by

Canadian-born Mr Richard

Patrick. “'Several British busi-

nessmen are being Interviewed

in connection with the affair

and more than one Is expected

to be charged," it said.

Customs and Excise refused

to comment on the article and

would not confirm that an
investigation was under way.

Redundancies at M
Leyland Daf
Administrative receivers of the

Leyland Daf truck group have

announced 80 redundancies

among the 270 Birmingham-

based staff assigned to the

Excel project, a joint venture

between Renault and Daf to

create a range of vans.

Hie move was expected to be

the first stage in winding up
the Birmingham end of the

project, with Renault expected

to announce shortly - possi-

bly today - that it plans to

proceed with the project on its

own, or has found a replace-

ment partner.

A spokesman for the receiv-

ers said that negotiations over f
the exact future of the Excel

facilities were continuing.

Export credit

cover defended
Mr Michael Heseltlne has hit

back at recent criticism of the

cost and availability of credit

cover for British exporters,

highlighting recent cats In

premium rates for sales to the

Middle East.

In a speech to the Middle
East Association, the trade

and industry secretary said

the UK's Export Credits Guar-
antee Department has cut pre-

mium rates by 25 per cent in

Abu Dhabi, Dubai, Oman,
Saudi Arabia and Bahrain. He
also announced tbe resump-
tion of medium-term cover for

Morocco.

Nuclear Leak

‘not too serious’
Last week's leak from the Sel-

lafield has been classed as "l”
- the least serious type of inci-

dent - on the international
scale of nuclear events. The
scale, devised by the IAEA, the
international nuclear watch-
dog, ranges from one to seven
- the Chernobyl explosion was
classed as a seven.

According to tbe scale, the
Sellafield leak is deemed to

have shown "functional or
operational anomalies which
do not pose a risk but which
Indicate a lack of safety provi-

sion... This may be due to
equipment failure, human
error or procedural inarinqua.

cies". The pollution and
nuclear installations Inspector-
ates are investigating the
cause of the accident.

*

Rebuke for
Tory minister
Mr John Gammer, the agricul-
ture secretary, has been repri-
manded for failing to declare
in the register of MPs* inter-
ests landscaping work on a
garden pond in bis garden.
The cross-party committee of

MPs reprimanded Mr Gum-
mer. saying that he should
nave registered the £2.000-plus
worth of work paid for by
Hilisdown holdings, the food
group.

Ihe work was carried out in
connection with an Informal
meeting of EC agriculture min-
isters In September last year,
after Mr Glimmer had agreed
to allow his Suffolk home to
be used to entertain visiting
ministers.

Customs staff

vote for strike
Customs officers belonging to
the Civil and Public Servants*
Association plan to strike for
tbe day on Thursday over what
the union claims is a pay cut.
Customs and Rveiaa is seek-

ing to replace overtime pay-
ments with an annual allow- m
ance for flexible working.
CPSA says the move will mean
pay cute of up to £2,000 a year.
Customs and said the

new proposals would help to
save 250 job.
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T
he dispersion of shares
among thousands of very
small Investors has been
highlighted by critics of

eastern Europe's mass privatisation
programme (MPP). They say this
approach militates against the
emergence of powerful new owners
with enough clout to impose their
will on management.
Vtktor Kozeny. an American-edu-

cated Czech financial whiz-kid
whose Harvard Capital and Consult-
ing company (HC and C; Is widely
credited with breathing unexpected
life Into the Czechoslovak MPP last

yea*, is out to prove them wrong.
After five rounds of competitive

bidding spread over almost a year,
nearly 50 per cent of the coupons
representing shares in around 1,500

newly privatised Czech and Slovak
companies are held by a small
group of nine investment funds.
They intend to use their concen-
trated power to exert effective con-
trol over the companies in their
portfolios.

The unexpected concentration of
shares in only nine out of the 400
funds which blossomed last year
follows Kozeny's success in per-
suading millions of sceptical and
inexperienced Czechs and Slovaks
to take up the government’s
voucher offer. He did this by prom-
ising to buy the Kcs L.000 (£24) pri-
vatisation vouchers for Kcs 10,000 12
months after the government con-
verts them into shares in the newly
privatised companies. This is now
expected to happen early in 1994.
The offer turned what many

potential investors had originally
perceived as a dubious bargain into
an apparent sure-fire money spin-

ner. Interest in the coupons soared,
and eventually 8.5m Czechs and
Slovaks took advantage of the gov-
ernment offer and subscribed the
equivalent of an average week's
wages for their coupon books. Only
28 per cent of the vouchers were
retained by individuals. The bulk
were entrusted for management to

the 400 or so funds, with Kozeny's
and eight others run by banks and
insurance companies taking the
lion's share.

The majority of coupon holders

had only the vaguest notions about
the potential value, or even the
identity, of the state-owned enter-

prises whose shares they were
invited to bid their coupons for dur-
ing the first wave of the MPP. Koz-

eny’s HC and C. the first fund
which offered to manage the cou-

pons on behalf of their new owners,
is one of the biggest
Unlike most of his imitators

among the new funds, who scat-

tered their delegated coupons
among the enterprises on offer, Koz-

eny limited his purchases to 50 com-
panies which his research identified

as the "vertebral column" of the

Czech and Slovak economies.

,u
««nd,

Fund manager Viktor Kozeny aims
to exert control over his portfolio,

writes Anthony Robinson

Keeping
in Czech

Victor Kozeny: pledges to redeem the coupons at 10 times their nominal value

With the political divorce in view.

MC and C created two Slovak funds,

denominated in Slovak crowns, and
six Czech funds which hold 85 per

cent of the assets under manage-
ment Most Slovaks opted to invest

the bulk of their coupons in Czech
enterprises, but they will not be
able to participate in the second
wave of Czech coupon privatisation.

The laser-beam approach to port-

folio-building has left the ftmds
managed by HC and C with stakes

in key Czech and Slovak enterprises

which are sufficiently large to give

the fund managers, Kozeny in par-

ticular, effective proprietorial rights

in strategic sectors of the economy.

The list indudes two of the lead-

ing hanka
,

Knmormi Rank where
the fund's 17.5 per cent holding
translates into 40 per cent control

over an institution with assets of

around $10bn (£7bn), and 13 per
cent of voting shares, again equiv-

alent to 40 per cent control, in

Ceska Spositana, the savings bank.
Other key holdings built up by

Kozeny's funds include strategic

stakes in CEZ, the main Czech
hydro-electric company, Slovnaft,

the Bratislava refinery, and minor-

ity stakes in companies such as
Tabak, now controlled by Philip

Morris, and Cokoladny, controlled

by NestlS.

The latter offers both income
growth and a sop to national feeling

by ensuring Czech investors retain

a stake in what many see as “family
silver” companies. More to the
point, given Kozeny's pledge to
redeem the coupons entrusted to
the fund at 10 times their nominal
value, shares in companies with
large foreign shareholders are per-

ceived as more liquid and more eas-

ily marketable than the bulk of new
shares whose market value will

only be definable once they are
exchanged for coupons and become
tradeable.

With an eye on the most success-

fill Czech export sectors, Kozeny's
funds have also acquired significant

stakes in breweries, paper and pulp
companies, a dozen brick and
cement companies and four out of

the five biggest construction compa-
nies. "One of the brick companies in

southern Bohemia is selling bricks
costing 80 pfennigs for DM5.80
(£2.52) apiece in Munich,” he says,

underlining the profit potential for
low-cost Czech companies able to

benefit from the Bonn-financed
reconstruction of former east Ger-

many and the high-wage west Ger-
man economy.
By contrast, Kozeny adds: "We

have not invested a single coupon
in the Iron ami steel industry or

engineering." These sectors, he
adds, are saddled with over-capac-

ity, low productivity and high envi-

ronmental UflhiTitipq.

Kozeny's selective approach has
given HC and C funds 15-20 per cent
stakes and one or two beard seats

in 37 companies, and 7-8 per cent
stakes in 13 others. This gives the
funds run by Kozeny, who founded
HC and C with $3,000 and retains

100 per cent ownership, a manage-
ment voice in assets with a book
value of around $lbn or an esti-

mated SL5bn at current prices.

Making these newly acquired
assets profitable, though, will

require some drastic surgery. If

Kozeny has his way "up to 60,000 or

7TLQ00 people in the enterprises we
now help manage, roughly 25 per
cent of the present work force will

have to go". That includes the
banks which are in the midst of a
heavy investment programme in

new computers and equipment
The ability of Young Turks such

as Kozeny to influence enterprise

management depends on the will-

ingness of millions of inexperienced
small investors to resist the tempta-

tion to liquidate their shares at the

earliest opportunity. If investors

take the long view, the new funds,

or at least the handful which have
built up strategic stakes, should
retain the concentration of owner-

ship required to exercise ownership
rights. If not, some of the ftmds
could be swept away by liquidity

pressures. These are nervous times

for those involved in the boldest

mass privatisation programme to

date in the former communist bloc.

A time and motion
study for the House

Can parliament be more efficient, asks David Owen
“Reform in this House proceeds

exceeding stow. It makes a snail

took tike Nigel ManselL”

Sir Peter Emery,
Conservative MP and Commons

procedure committee chairman.

M anagement consul-

tants have infiltrated

the gates of White-
hall, as government

reform of civil service working
practices bears witness. But the
barbarians have yet to penetrate
the Palace of Westminster. MPs
jealously continue to guard the
right to decide bow business in the

engine room of Britain's democ-
racy is conducted. The result is

that little ever changes.
But what might such a team of

unelected executive mercenaries
come up with if unleashed on the

green leather benches of the House
of Commons debating chamber?
How would they suggest that busi-

ness might be ordered more effi-

ciently? Here is an idea of what
Messrs Rag, Tag and Bobtail might
propose.

First the good news: the Com-
mons scores full marks for effort

While ritualistic trappings give

proceedings a leisurely and anach-
ronistic air, the chamber sits for

longer than any comparable legis-

lature. MPs work on average a
punishing 62-hour week - though

Increasingly outside the debating
chamber. Even critics of current

practice, such as John Garrett -

Labour MP for Norwich South and,
incidentally, a management con-

sultant - admit parliament "pro-

cesses thousands of pages of legis-

lation, produces hundreds of

reports mid airs countless griev-

ances at remarkably little cost”.
4

But when it comes to organising

this time there is room for

improvement:
• Hours. The Commons needs a
comprehensive time-management
study. Delaying the start of sit-

tings four days a week until

2J0pm was fine before 1911 when
MPs were unpaid and of necessity

part time. But it means the Com-
mons frequently rises well after
midnight, with most MPs on the

go from 9am or earlier, such a
schedule is an inducement to work
absurdly long hours and scarcely

conducive to effective debate.

On Fridays, when MPs are keen

to return early to their constituen-

cies. business starts at 9.30am. So
there seems little reason why the

current timetable should not sim-
ply be brought forward five hours

from Tuesday to Thursday.
No fewer than 83 per cent of MPs

responding to a questionnaire pre-

pared by a cross-party committee
examining possible reforms in 1991

flavoured reducing the number of

late sittings.

When it reported last year, the

committee's recommendations
advocated merely one extra morn-
ing sitting per week, along with
some Fridays off and greater
efforts to wind up at 10pm.
• Committee stage of bills. The

development process in the Com-
mons for Westminster's core prod-

uct line - legislation - could do
with an overhaul.

Currently, effective scrutiny of a

bill is too often subordinate to

party political skirmishing. This
means the care with which a bill's

contents are examined and amend-
ments considered, frequently bears
little relation to the measure's
intrinsic qualities.

One way of correcting this

imbalance and ensuring all r.la»«wg

of a bill receive equal scrutiny
would be to provide for automatic
time-tabling from the outset of the

committee stage of detailed consid-

eration.

This innovation would also save

time in the chamber by making
debates on time-tabling motions to

limit debate redundant
• Summer recess. The Commons'
holiday arrangements should cor-

respond better with the need to

subject the government to

year-round scrutiny.

As Labour's Harry Barnes and
Jeff Hooker have argued, parlia-

ment’s three-month summer recess

deprives MPs of the ability to

tackle ministers with written and
verbal questions to which they
must publicly respond. It also

strips MPs of the protection

against libel which the parliamen-

tary privilege applied to every-

thing uttered in the chamber pro-

vides.

The system championed by Joan
Wailey, Labour MP for Stoke-on-

|

Trent North, providing for a five-

week cycle of four weeks at West-
minster and one week away, would

,

be a sensible improvement.
• Votes. There can be few spheres I

in which Bulgaria has anything to

teach Britain on productivity. But
voting in the national parliament

is one of them. The wizardry of

their electronic voting system
means Bulgarian MPs can conduct
a vote in a twinkling of an eye
compared with their British coun-

terparts. conserving valuable par-

liamentary time for other matters.

For example, the two cliff-hanging

votes in November which secured
Maastricht's return to the Com-
mons took a total of 31 minutes.
Installing an electronic voting

system would represent a big step
forward in updating British parlia-

mentary practice. But there is lit-

tle chance of the government
agreeing to it. As the Maastricht
debacle demonstrated, there is

nothing like having MPs queueing

up to troop through the lobbies to

make the government whips' task

of dissuading backbench rebels

that much easier.

• Prime Minister's Questions.
Since MPs have only about 30 min-
utes per week in which to question
publicly the prime minister, it is

bizarre to waste vital seconds in

pro forma inquiries about his

engagements. This happens
because verbal questions must be
submitted some two weeks ahead
of time. It is difficult then for the

questioner to frame a topical ques-

tion; so most fall back on the for-

mula, revealing their real interest

only In follow-up questions. The
required innovation - abolishing

the notice-period - is self-evident.

*Westminster - Does Parliament
Work? By John Garrett Published

by Victor Goltancz. Price: £17.99.
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Both sides claim
victory in ‘who
should pay’ case
Richard Lapper on a long-running
dispute over insurance coverage

' & •'-*
3

5

I
nsurers, including underwrit-

ers at the Lloyd's market in

London, have welcomed the

judgment by a California appeals

court in the Shell Rocky Mountain
Arsenal case, one of the biggest

disputes about insurance coverage
for environmental pollution in the

US. Insurers' confidence over the

judgment, though, could be at best

premature and at worst entirely

misplaced.

At the centre of the Rocky
Mountain Arsenal case is a 27-

square mile site near Denver, Col-

orado. Its owners, the US Army,
made chemical weapons there -

including nerve and mustard gas
- from 1942 until 1969, leasing

part of the site to Shell Oil, the US
subsidiary of Royal Dutch Shell,

which made a range of pesticides

and herbicides there - and depos-

ited waste products - between

1952 and 1989.

Current estimates of the total

clean-up costs range between
Slbn-S2bn. Shell has agreed with

the army to pay SO per cent of the

first SSOOm in costs. 35 per cent of

the next $200m and 20 per cent oE

any remaining cost

Impartial observers believe that

verdict, handed down on 21 Janu-

ary by Judge Ming Chen, encour-

ages both sides. There is enough
in this for both sides to claim vic-

tory." suggests Chris Clarke, envi-

ronmental specialist with the fort-

nightly newsletter. World
Insurance Report
And while Shell and its lawyers

are understandably cautious, poli-

cyholder lawyers have been heart-

ened by the verdict. Randolph
Fields, a lawyer who acts on
behalf of policyholders in similar

cases, says the result is a "a terri-

ble defeat for Lloyd’s".

Last month's legal ruling is the
latest stage in litigation about
who should pay. Shell originally

notified potential claims on sev-

eral hundred comprehensive gen-

eral liability insurance policies

from February 1982, resorting to

legal action when its insurers
refused to pay.

In the judgment, the California

court ruled Shell could not collect

on policies which it had bought

after 1969, when insurers intro-

duced a clause which limited cov-

erage to pollution caused by a
“sudden and accidental" release of

pollutant

That part of the verdict pro-

duced a triumphant response from
insurance lawyers, who say it

means Shell is unable to claim on
approximately two-thirds of the

policies potentially triggered by
tbe claim .

"In terms of financial impact it's

very significant for London. We
got more out of it than the policy-

holder, ” says Barry Bunshoft, a

San Francisco-based attorney with

Hancock Robert and Bunshoft.

which represented Lloyd’s under-

writers in the case.

However, Shell and its lawyers

are placing equal emphasis on a
second part of the judgment.

When the case was first in court

in 1988 the jury found that Shell

could not collect on insurance pol-

icies because the pollution it had
caused at Rocky Mountain, had
been “expected and intended" and
therefore was not covered by the

wordings on policies bought by
Shell between 1952 and 1969.

Last month the appeals court

ruled that in 1988 the jury had
been improperly Instructed to

determine whether Shell knew or

should have known that it was
contaminating the site.

Instead, the court ruled jurors

should have been asked to deter-

mine only whether Shell actually

expected or intended the pollu-

tion. That part of the case will

now be heard again by a lower
court, opening up the possibility

that Shell can claim on its older

policies.

Bunshoft, the Lloyd’s lawyer,
said the judge's view on this issue

amounted to “nit-picking".

Shell, though, insists that insur-

ers could still be liable for a signif-

icant portion of the clean-up cosL
At the very least the legal battle

seems set to continue for some
time. Clarke says: The reality is

that more stages of judicial argu-

ment lie ahead before final resolu-

tion of this enormous case."
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Monkeying about

with medicine
William Keeling looks at a project

to export macaques from Indonesia

O H the south-west coast of therefore, the campaignaKabwt

tropical Java Res the trapping wild animals has created

1.000-hectare Deli island. an opening for

The 2,000-year-oW skeleton was surrounded by fragments ol pottery which once held offerings left by grieving relative*

Archaeology in

the pipeline
Peggy Holllnger on the discovery of an Iron Age man

T
he body was found in a companies such as Kelt that price, the company h!

curled position, as If the The Caythorpe region is a mine- roughly halved the time it migl

Iron Age man had been field for any developer. This area have taken to gain planning permi

seeking protection from has one of the densest concentre- sion and won the council’s suppoiT
he body was found in a
curled position, as If the

Iron Age man had been
seeking protection from

the harsh Humberside winds. Scat-

tered around him were the flint

tools he had used more than 2,000

years ago and fragments of pottery

which once held offerings left by
grieving relatives.

The skeleton might have
remained undisturbed for another
2.000 years, had not Kelt Energy;
the UK-quoted independent, set

upon the Humberside wolds for its

latest onshore gas venture. The
Caythorpe field, which produces the

first onshore gas to be sold to an
independent marketing company,
was opened by Kelt and its partner,

DSM Energy, last month.
The opening was accompanied by

an exhibition of artefacts - ranging
from a brightly enamelled Roman
brooch to a crude 4.000-year-oId flint

saw - discovered in an eight-week

excavation sponsored by Kelt
The archaeological dig was less

the result of Kelt’s philanthropic
tendencies, than a preventive mea-
sure to ensure the smooth passage

of planning permission for its 4.dm
pipeline. Following Department of

the Environment guidelines Issued

in 1990, planning committees are
Increasingly likely to consider heri-

tage concerns to be as important as
other environmental Issues. This
has placed new strains on many

companies such as Kelt.

The Caythorpe region is a mine-

field for any developer. This area
has one of the densest concentra-

tions of archaeological sites in the
country," says Peter Cardwell, a
partner of Northern Archaeological
Associates.

However, Kelt sought to pre-empt

planning objections by hiring the

archaeological consultancy at an
early stage of Caythorpe's develop-

ment. The pipeline's route was
determined only after aerial photo-

graphs and in-depth research had
pinpointed the main archaeological

sites to avoid. The route was then

subjected to magnetic soundings.

More sites were discovered, and
Kelt duly altered the initial pipeline

path.

The company then decided to

fund the excavation of sites which
It could not avoid. The guidelines

are vague as to who has to foot the

bill; however, the local council can
force a developer to find financing

for both the excavation and subse-

quent analysis of the finds. Kelt
took the view that it would he
quicker - and. in the end. cheaper
- to fund the research itself.

"The excavation added about
£50,000 to our costs." says Paddy
Spinks, a director, somewhat rue-

fully. Post-excavation research
brings the total spent to £120.000,

about 2 per cent of the total produc-

tion budget for Caythorpe. But for

that price, the company had
roughly halved the time it might
have taken to gain planning permis-

sion and won the council’s support
"Our relationship with Kelt has

been very good," says John Crook,

senior planning officer with Hum-
berside County Council. “Hie work
they did before submitting the plan-

ning application did help to ensure

a relatively smooth passage."

For the region's archaeologists,

development was offset by the

enticement of funding. “It was
almost certainly the largest excava-

tion in the area in the past year.”

says Cardwell. Sites were discov-

ered which would otherwise have
gone unnoticed or unfunded.

A study prepared for the official

opening of Caythorpe cites the most
important findings: a previously
unidentified Roman settlement, dat-

ing from between 100 AD and 410

AD; the fact that this particular site

was continuously occupied through
the Anglo-Saxon period, to about
600 AD. set academic hearts aflut-

ter. Until that discovery, there had
been no evidence of such continu-

ous occupation in the region.

Kelt may have had to sacrifice

time and money to get Caythorpe
going. However, the unexpectedly

good finds, combined with the site's

encouraging output - at the top

end of forecasts for between 5m and
10m cubic feet a day - is already

making such concerns less material

O H the south-west coast of

tropical Java Lies the

1,000-hectare Dell island.

Indonesia 1ms more than 13,000

islands but Deli is unique because

of tts indigenous papulation -

10,000 Macaca fascieuiaris

monkeys.
The Island is under a 25-year

lease to CV Primates (Indonesia),

an exporter of monkeys for use

in medical research. The first

shipment of 100 animals was made
last December to the US. Primates

aims to export a farther 500 this

year to the US. Japan and Europe.

By 1995, exports from Deli could

total 3,000 monkeys or 15 per cent

of current world demand for

Macaco fascieuiaris. which account

for at least 85 per cent of

laboratory monkeys.
Paul Houghton, foreign partner

of Primates, says the Deli island

project should appease
environmentalists. As the island

comes on stream, the company
will nm down its trade in wild

monkeys, which have historically

provided the bulk of laboratory

animals.
And Primates will consider

breeding a different species of

macaque. Macaco nemistrina. if

tests confirm it as a suitable model

for Aids research.

This would reduce the use of

chimpanzees, an endangered
species bat currently judged toe

only suitable model for Aids

research.

The monkey population on Deli

Is free-ranging and Houghton
accepts that, other than
supplementary feeding and

veterinary care, there is little

difference between a wild monkey
and a Dell monkey.

“It’s a grey area. Somehow this

business is always in the shade.”

he says. Bat be hopes Deli island

will make the business more
respectable and, potentially, more
profitable.

With the island as a captive

breeding centre. Primates will

screen the monkeys for diseases
- and disease resistance - which
would make them unsuitable for

medical programmes.
An unscreened monkey fetches

between $200-5300. while a

screened animal can fetch six times

that price.

Perhaps unintentionally.

therefore, the campaign against

trapping wild animals has created

an opening for Primates

value-added monkeys. “Within

this decade the average price of

these primal* will be $2,000."

estimates Houghton.

Animal sympathisers might take

heart in knowing that captive-bred,

screened, monkeys should reduce

the overall number required by

laboratories for research. Deli

island may also be used to

replenish tbe wild population in

areas where bunting and

destruction of habitat have taken

their toll.

Houghton dismisses talk that

using monkeys in laboratories Is

immoral and insists

vaccine-research into diseases such

as Aids, hepatitis, malaria, dengue

and arterial sclerosis requires their

nse. He hopes the Deli island

project will be a first step to

attracting more medical research

to Indonesia.

He also believes the project is

essential if a wedge Is to be driven

into an emerging monkey trade

cartel
Four companies, excluding

Primates, currently dominate the

trade in monkeys: Slconbrec and

AT Viri of tbe Philippines,

Bioculture of Mauritius and CV
Primaco of Indonesia.

Of these, Slconbrec. Bioculture

and Primaco have an exclusive

contract with Bausch and Lomb
of the US which, in addition to

manufacturing Ray-Ban sunglasses

and alcohol-free mouthwash, also

controls up to 70 per cent of the

world monkey trade, says

Houghton. Within toe European
Community, Houghton estimates

Bausch and Lomb hold a 90 per

cent market share.

Primates hopes to break this

stranglehold but is currently

restricted by an EC ban on the

import of monkeys from Indonesia

on the grounds of alleged violations

of the international treaty on trade

In endangered species.

Houghton believes some
members of the EC regulatory body

are simply against research ami

stresses toe damage that restricting

monkey imports could do to toe

European pharmaceutical industry.

“Those who control the monkeys
control tbe drugs which come ont
on the markets,~ he explains. <

PEOPLE
Bowater: Woodhouse takes over
Bowater's acquisition of
Specialty Coatings interna-

tional has prompted chairman
Norman Ireland to bring for-

ward the announcement of his

retirement after six years in

tbe job. He will be succeeded

by Michael Woodhouse, a
director since 1989 and former

deputy chairman of Court-
aulds.

Ireland had planned to

announce the step with the

company’s preliminary results

in March, having completed
two three-year terms, but will

now make way for the new
chairman at the annual meet-

ing in May. He remains a direc-

tor of BTR, the industrial hold-

ing group of which he was
formerly finance director.

Woodhouse, 65, and David
Lyon, Bowater's chief execu-
tive, go back a long way.
Woodhouse was Lyon's first

boss when he was at Court-

aulds between 1959 and 1970

and taught him much about
Industry. Lyon then went on
via Rank Organisation and
Redland to become the well-re-

garded chief executive of

Bowater.
Woodhouse, educated at Lan-

cing College and Queen's Col-

lege Oxford, is an Industrialist,

unlike Ireland who is a finance

man. and has spent his whole
career at Courtaulds. He
started there in 1951, rose to

become a director in 1976 and
was deputy chairman from
1986 until his retirement in

1991. He has been a non-execu-

tive director of Bowater since

1988 and is also on the Prince's

Trust for Volunteers.

Lloyd brothers
divide and rule
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Michael Steyaert, a 51-year-old

Belgian, has been appointed
managing director of GEC
Avery, the weighing equip-

ment subsidiary of toe General

Electric Company. He succeeds

David Scahill, who has become
md of GEC Meters.

Steyaert has many years of

experience managing GEC
companies In mainland
Europe. He will be responsible

for combining the operations

of Avery and Maat&happij van

Bertel's Patent (Bertel) into

toe world's second largest

integrated weighing and food

processing equipment com-

pany. GEC bought a majority

state in toe struggling Dutch

company in 1890 and is now
acquiring tbe remaining
shares. Steyaert will remain
Bertel's president

Lloyds Chemists, Britain's

second largest chemists' chain
after Boots, has split the role of

chairman and chief executive.

Allen Lloyd (above left) will

remain executive chairman of

the highly acquisitive group
while his younger brother,
Peter Lloyd (above right), who
is currently director of retail

operations, takes over as chief

executive.

Separately Sir Eric Fountain,

on-executive chairman of Tar-

mac, the construction group,

IMI and James Beattie, was
named as Lloyds' third non-ex-

ecutive director.

The boardroom changes,

which had been foreshadowed

in recent comments made by
Allen Lloyd, mean that the

structure of the board now fol-

lows the Cadbury recommen-
dations.

Institutional investors are
understood to have commented
on the desirability of strength-

ening the board and splitting

the chairman and rider execu-

tive's roles in the wake of

Lloyds Chemists' recent rapid

growth.
Last March Lloyds overtook

its rival Macarthy.
Commenting on the changes.

Alien Lloyd said: "After 20

years building the business, I

believe now is the appropriate

time to strengthen tbe board
and split the roles of chairman
and chief executive.”

Peter Lloyd joined the group
in 1978 as financial controller

and was appointed to the board
in 1979. For the past two years

he has assumed much of toe

work of chief executive, leav-

ing his brother to concentrate

on broad strategic issues.

Sir Eric will join Lloyds

Chemists' two existing nonex-
ecutive directors, Tim Brooks
and Paul Byrne, on the board

and will also be a member of

the audit and remuneration
committees.

Sir Marcus Fox (above),

Conservative MP for Shipley

and chairman of the 1922

Committee, at ILLINGWORTH
MORRIS.
Martin Boase, chairman of

Omnicom, and Michael
Garner, finance director or T!
and a member of the

Accounting Standards Board,
at TAUNTON CIDER_ Jeremy
Gough has resigned.

Peter Johnson, about to
retire as chairman of Brooke
Bond Foods, at NURDIN &
PEACOCK.
Philip Chappell has resigned

from FISONS because of ill

health.

Arthur Kent, finance
director of Leigh Interests, at
REALWOOD.
David Sebire, currently

deputy chairman, as chairman
of BRIDPORT-CUNDREY when
Pat Dartey retires later this
year; as a consequence he has
resigned from ML HOLDINGS.
Olivier Mas, general

manager. Credit Lyonnais,
London, at WOODCHESTER
INVESTMENTS in place of

Jean Claude Goubet who has
resigned.

William Hulton, former head
of corporate finance at Hon re

Govett, at NATIONAL HOME
LOANS HOLDINGS.
Giorgio Rossi has resigned

from BROWN SHIPLEY.

Fry moves up as Burmah Castrol splits role

Borders be! iypen nations. between car between products
between people and ideas are being dissolved. NYK's integration of global
icg/stics and megaesrrier capabilities opens (resb v;sras Cfi the borderless society.
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Jonathan Fry (right),

managing director of Burmah
Castrol and chief executive of

Castrol, will succeed Lawrence
Drquhart as Burmah CastroTs

chief executive on June 1.

Urquhart, 57, will continue as

chairman of the lubricants,

chemicals and fuels group, on
a non-executive basis.

Tim Stevenson, 44, currently

chief executive of Burmah
Castrol Fuels group, will join

the main board in March and
take over from Fry, 55, as chief

executive of Castrol in August.

Analysts say Fry's step-up

had been expected, as he had

recently been taking an
Increasingly high-profile role.

He joined the group in 1978 as

planning director and won his

spurs as chief executive of tbe

chemicals group by integrating

acquisitions.

He has been chief executive

of Castrol since 1987, a period

which has seen the lubricants

business build on its strong

brand identity.

Splitting the role of chair-

man and chief executive does

accord with recommended
practice in the City, but Bur-
mah Castrol says this develop-

ment had been under consider-

ation since the group was
reorganised in 1990 - before

the Cadbury report was pub-
lished.

Stevenson, described as "one
of the group’s best strategic

thinkers", has been chief exec-

utive of Burmah Castrol Fuels
since 1990. having previously

been chief executive of Bur-
mah Castrol Chemicals' seal-

ants division.
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Television/Clement Crisn

Out of step

ARTS

“Would you trust the dancing?" This
was the question George Balanchine
asked a TV director when discussions
were under way about recording some
of his ballets. Balanchine was con-
cerned with- preserving his choreogra-
phy’s identity for television, and “trust-
ing the dancing" is a central problem
for anyone who transfers stage work to
the screen. The cases are all too numer-
ous of choreographer’s intentions tra-
duced by oh-so-clever camera work.
A variety or dance programmes on

television during recent months -
some recordings; some work specially
conceived for the medium - have
shown that TV often does not trust
dance. (That it perpetuates a great deal
of mediocre choreography and feeble
performance is another, equally serious,
matter.) Two fine directors of TV dance
- Derek Bailey, Colin Nears - invari-
ably provide scrupulous accounts of the
choreography with which they are
entrusted. Bailey's skill was very wel-
come In his recording of MacMillan’s
Winter Dreams on BBC2 at Christmas
Faced with a stage text which was a
web of incident linking actuality and
memory, he collaborated with Mac-
Millan, and succeeded in preserving the
poignant moods we knew from stage
performance well and good.
But to “trust the dancing" is «i«n to

Faced with too large a
subject , ‘Dancing’ has
optedfor something
between the ‘Readers'
Digest’ and a bluffers

9

guide to ethnology

respect it in the context of history and
of society, and the American series
Dancing , which is currently clogging
BBC 2 on Sunday evenings, is a horrid
example of how not to present and
explain dance on television. Dancing
has such obvious and worthy intentions
- its message, oh dear, concerns “the
importance of dance in world culture"
- that adverse comment seems like

mocking the afflicted. Afflicted the
series sadly is: by uncertain vision, by
tedious disquisitions from chattering
heads, by historical inadequacy, and by
a strand of what I take to be “political

correctness”, so that the duller and
more inconsiderable its social and eth-

nic concerns, the more unquestioning
its acceptance of the material. (It is

possible to know too much about shim-
mying posteriors in the Cods Islands,

and about West African ritual.) Even to

my willing gaze, the -programmes are

prodigiously earnest; to the less-tban-

dedicated, they must seem a festival of
tedium.

There have been visually exciting and
informative sequences. The Japanese
material was strong: impossible not to

enjoy the hieratic splendour of the

Gagaku ceremony, or the great Kabuki
performers Tamasaburo and Ennosuke.

Their art responds to the camera - the

dose study of Tamasaburo’s onnagata
playing, femininity concentrated to its

most potent essence, was magnificent
- and they spoke revealingly about
their craft Fascinating, too, a section in

the first programme about young

huiiaa men in Birmingham who have
revived bkangra dance, and have dis-
covered in it cultural roots and the
means of joyous wedding celebration.
But we must set against these the foot-

age - the mileage - about Brazilian
and African dance, infinitely worthy,
and flatter than Holland. How can
movement so vivid in life, and so
responsive to life, be marie so dreary in
the cause of information?
With a certain naivete the pro-

gramme-makers decided to define
“dancing” on their own arbitrary and
sometimes questionable terms. Military
ceremonial was "choreography", as was
a religious procession. Historical ante-
cedents were sketchily evoked: com-
ment about the court ballet of the 17th
century was Less than serious; discus-
sion about the Christian religious dance
tradition would have been better
excised, so feeble was it Faced with a
subject vastly too large even for an
eight-part series - and Car what must
have been a massive budget - the mak-
ers opted for something between the
Readers' Digest and a bluffers’ guide to
ethnology.

Dancing Mis because it has no single
controlling idea of what is meant by its

title, no central and inspiring spokes-
man. The golden example of an
extended arts series is Kenneth Clark's
Civilisation. It remains a memorably
valuable display of popular education
because of Lord Clark himself. He per-
suaded ns of the passion he felt for art
in many forms, and his scholarship, so
lightly worn, was a delight shared with
his viewers. Enthusiasm is contagious
on the small screen. Today, obsessive
gardeners, manic cooks, are the Andent
Mariners of the box, holding us with a
glittering eye.

There have been moments in dancing
when a voice, clear and authoritative,
has won through: I thought Sheila
\Valker, an anthropologist from Texas,
spoke with exemplary directness about
American/African culture. But for the
most part the commentary, read by Mir-
anda Richardson, is a laundry-list of

pieties. Scripts are carefully crafted
from safe remarks - there seems nei-

ther desire nor time to be anything
other than bland - interspersed with
babbie from “authorities”. Too often
their views have rung with special
pleading; on occasion they have been
inexact enough to make an aficionado
wince.

The programmes have lacked style as
well as intellectual rigour. There have
been too many of those generalisations
which, by their need to inform on basic

terms, tie history in granny-knots. (Rel-

ics of my former mess-deck vocabulary
surfaced when we were told that

Aurora in The Sleeping Beauty is 1&
Petipa, whose creation she was, gave
her age as 201. In a programme which
offered an uneasy juxtaposition
between classical ballet and Kabuki
drama, the statement that ballet had
“retained an essential character for 300

years” set the jaw agape- One could

equally question beliefs that were
voiced on the value of a young dancer
in the role of Aurora because “it helps

the character”. It takes a ballerina

much of her career to learn bow to

dance the part The linking of Peters-

burg classicism with Kabuki seemed
gratuitous, and exasperating^ clever in

tbs closing sequence which zipped with
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Irek Mukhamedov and Viviana Durante rehearsing Kenneth
MacMillan’s ‘Borneo and Juliet’, also in the ‘Dancing’ programme

fine insensitivity between Beauty and
Tokyo while the band played Tchaikov-
sky-ishiy on.

As the weeks have gone by, the series

has taken on the air of being assembled
in committee by anthropologists and
sociologists. Editorial choices have
looked odd, at times wilful, and fatally

quaint There is little point in showing
newly-fashioned Baroque dances -

they lack historical credibility - or in

stressing the work of Katherine Dun-
ham. interesting as it was in its time,

while ignoring much of Spanish dance,

and whisking through twentieth cen-

tury ballet as if on the big dipper.

The programme on American modem
dance matched good spoken sense -

Twyla Tharp, haranguing the camera,
bad vigorous opinions that should have
made viewers realise that dancing Is a

lively art - with revealing film. But
this was a rarity. On March 7, the final

programme, introduced by the opera
director Peter Sellars - hair by Stan
Laurel - will be devoted to the 1990
Pacific Rim festival of "Dancing in one
World”. I find it the apotheosis of every-
thing that is well-intentioned, woolly-

minded and depressing about this

series, as cohorts of dancers hop. skip
and jump in the cause of ethnic bonho-
mie.
That television can excite the viewer

by exploring the communicative power
of dancing was seen in a brave pro-

gramme last summer. In The Far End of
the Garden for BBC 2, Ross McGibbon, a
Royal Ballet dancer turned director,

looked at the choreographer Jonathan
Barrows. McGibbon provided a

sharp-eyed portrait of Burrows and his

awkward, heart-tearing movement. He
trusted the dance, and we understood
its nature. Dancing, alas, has merely
clouded the issue.

The BBC relay of Verdi's Stiffelio from

Covent Garden a couple of weeks ago

will hopefully have won new friends for

this important, neglected opera. On
television the production's wide-screen

views of life in the Protestant

communities of Montana looked

marvellous and the opera’s

concentration on the intimate issue of

marital fidelity will have been brought

home with extra force.

In the theatre, the Royal Opera has

shown that it works just as well. The

censorship that was forced upon the

opera in the I9th century - the plot

concerns a Protestant minister and his

adulterous wife, which would have been

contentious enough, if the story did

not also reach its climax at a church

Opera/Richard Fairman

A second Stiffelio
service depicted on stage - meant that

Stiffelio was soon forgotten. There
is no tradition of performance. Few
singers have it in their repertoire

today.

For that reason it is worth noting

that the Royal Opera fielded a second

tenor in the all-important title-role on

Monday. Following Jose Carreras as

Stiffelio came Giorgio Lamberti for the

last two performances of the run.

Looking suitably grave, a man of the

church respected and even revered, he

caught well the studied outward control

that is an integral part of Stiffelio

the man.
As the evening continued, however, it

started to look as though this was as

much a sign of his own nervousness as

an intended feature of the character. It

is always difficult to step into a role

when everybody else in the cast is well

rehearsed; doubly so, no doubt, when
the opera is a rare one. But Lamberti

sounded unsure of himself, husbanding

his resources, lifting the voice up to

notes, gingerly approaching climaxes
which were asking for unfettered
passion.

Fortunately the power of the opera
was only marginally diminished. The
other singers, notably Catherine
Malfitano in full, confident voice as the

wife, bad their roles well within their

grasp. In the pit Edward Downes built

up formidable dramatic tension, even if

early Verdi ideally asks to bum on a
shorter fuse. I note that Placido
Domingo is due to take on Stiffelio in

New York. The Royal Opera should
consider a revival of this production for

him, if it has not already done so.

Final performance February 18 (Box
office 071-240 1066)

Theatre revivals in London

Entertaining Mr Sloane

Great Kabuki performer; Tamasaburo’s 'onnagata* playing, one
of the visually exciting and informative sequences in ‘Dancing’

Watching Joe Orton’s
Entertaining ftfr Sloane, which
will be 30 years old next year,

it is easy to feel that it is a
modem classic. Since It has
been absent from the London
stage for over 10 years, 10
years in which Orton's legend
has grown, this Greenwich
revival is well timed. This is

still the blackest of black come-
dies. The themes of youthful

criminality, manipulation,
bisexuality, misogyny and
murder still prompt an audi-
ence to appalled laughter at

regular intervals. At Green-
wich, however, noone as yet
fells off his or her seat with
laughter. Orton, even 29 years
on, should be fkmnier.
That the director has comic

gifts is not in question. He is

Jeremy Sams, who is also one
of our theatre's leading transla-

tors and musical arrangers. His
very successful directorial
debut, with Schippel the
Plumber, occurred less than a
year ago, in this same theatre.

Very occasionally in that, and
quite often in the rhymes of

his translations, he has to

nudge along a comedy with
extra clevernesses of his own.
In Entertaining Mr Sloane,
however, he resists that In
this respect he shows a new
kind of maturity. He also
malcea us feel something quite

surprising: that Orton is not
for from Pinter - and that
Entertaining Mr Sloane is the
flip side of The Servant.

It could be that, within
another week of performances,
the laughter will quadruple.
(At present the violent scenes
are so choreographed that you
can almost bear the counts.)
That the comedy sometimes
hangs fire as yet is largely to
do with Sams’s handling of Mr
Sloane himself and his land-

lady Hath. Ben Daniels has the
right kind of promising late-ad-

olescent musculature and
body-language; the way he
turns over on the settee as he
refers to Eddie doing “a bit of

servicing” says volumes. But
he lacks Sloane’s hilariously

alarming mystery. He even
tries to make us understand
his thuggish, panicking, ner-
vous system. Nice work, but
wrong play.

Janet Dale, as Kath, is funny
from the first minute - from
the moment she explains that
the room should have the sum-
mer curtains, which “are more
of a chintz.” And her beady-
eyed, squashy, puglike face is a

hoot - until you notice how

sometimes she pulls it into

consciously “funny" expres-
sions. That she does not pos-

sess the buxom figure her lines

suggest need not be a problem.
But she seems not to imagine

she is voluptuous; and she
characterises Kath so sharply

as a slatternly lower-class
dowd that she misses her hypo-
critical pretensions to gentility

and “ideas of morality." (And
“My teeth, since you men-
tioned the subject, Mr Sloane.
are in the kitchen in Stergene”
should raise a louder guffaw.)

Remembering the first-rate
performances Dale has given
with such directors as Trevor
Nunn {Nicholas Nickleby) and
Nicholas Hytner {The Madness
of George ITT), 1 imagine that

another director would have
elicited a more rounded and
suggestive performance from
her. But, as her brother Ed
(whom Orton himself felt

should be “the central pivot of

the play"), Ian Gelder is per-

fect Early on, as he finds him-
self encouraging Sloane to

wear leather trousers without
pants, he tries to laugh; the

laugh becomes a choke, he
goes red in the face, and there

In a jiffy he shows you the

whole character - bent,

homy, closeted and apoplectic.

There are one or two pusles.
Sams runs Acts 2 and 3

together. Though this spoils

Orton’s suspense, it makes dra-

matic sense. But why make a

momentary blackout between
them? And why stress Sloane’s

terror, rather than his manipu-
lation? Earlier on, preparing
for her seduction of Sloane,
Kath puts on some easy-listen-

ing music; and only when Act
1 ends on their sex does tho
record get stuck in a silent

groove. But Orton's stage
direction is funnier. Kath has
hardly put the music on than
“the needle jumps a grove,
slides across record. Automatic
change switches record off.”

God (said Blake) is in the

detail; and so is Orton.

Alastair Macaulay

At the Greenwich Theatre.
until March 20

Ben Daniels and Janet Dale in Orton's black comedy

‘Alfie’: bold, brash, dated
What a terrible lot we must
have been in the 1960s: bold,

brash, relatively affluent and
up to the ears in sex. The lata

Bill Naughton's Alfie, set in

London 1963, now looks like a
period piece from an age when
men referred to women as
birds, the women did not
object, and southern audiences
were delighted by such north-

ern frankness. The play is not

as funny, nor as outrageous, as

it used to be, but it still has
tricks up the sleeve.

Alfie is an out-and-out wom-
aniser, full of mate vanity. Yet
be is not wholly an exploiter.

Most of the women are at least

as eager as he is. A few of

them, like Ruby - the owner
of a small chain of hairdressers

and a fur coat to boot - come
out on top. Occasionally he
even feels remorse; the sugges-
tion is that he is at heart a
sentimental fellow who just
cannot keep his eyes off skirts,

or indeed off Alfie. He is

remarkably well-groomed and
dressed; women want to cook
for him, press his clothes, iron

his shirts and even wash his

floor.

In 1993 the obvious question
is whether Britain really was
like that 30 years ago. How
does he find the money to buy
his smart blazers and sports

jackets, let alone own a car,

when he appears to have no
fixed job? At most, be is a
part-time hired driver. He
Spends one act of the play in

hospital under what must have
been an excellent national
health service: the nurses go to

bed with him.
The questions are not

answered: perhaps In those
far-off days no-one thought of

raising them. Even the funds
for an abortion are found quite

easily: £30 at 1963 prices, bar-

gainsble down to £21. This
must be one of the last British

plays to pretend that social

and economic problems did not
exist. It was acclaimed as a
breath of fresh air with hind-

sight it looks like pure fantasy.

Alfie, originally played by
the classical actor John Nev-
ille. is now taken over by
Adam Faith, a survivor not so
much from the 1960s as the

1950s. Faith looks as young as

ever, as though nothing has
changed. He also has great

charm and there is the odd
good twist in the text. Some
very strong supporting perfor-

mances include notably Sara
Richardson who triples as the

doctor and two of Alfie’s girl-

friends. Faith directs himself;

whether be realises that this

ought to be a museum piece is

open to doubt

Malcolm Rutherford

Richmond Theatre until Satur-

day. (081) 940 0220
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ARTS
GUIDE

BARCELONA

Gran Teatr* del Uceu Ballet de

rOpfcra tie Paris is in residence

till Feb 27. This week's

programme is the Nureyev

production of La Bayadfere Next

week: Jerome Robbins evening

(412 3532)

Merest de ies Flore Fri, Sat, Sun:

ines Boza and Carles Mallol In

a new dance work entitled Conte

Sense Titoi. March 3-7:

Impressions de PellAas Peter

Brook's Debussy adaptation (318

6599}

Palau de la Musics Next Tues:

Salzburg Octet plays chamber

music by Schubert and

Beethoven (268 1000}

COLOGNE
PWlharmonte Tonight; Anne
Sophie Mutter violin recital. Next

Wed. Ingo Motzmacher conducts

premiere ol Henze's Requiem.

Feb 25, 27: Andras Schiff plays

Schubert (2801)

Opemhaus Tonight: James
Conton conducts Lohengrin, with

Gary Lakes, Eva Johansson,
Sergei Leiferkus and Gabriele

Schnaut (further performances
Feb 28, March 6, 12, 20, 27}. Sat
Ole Fledermaus (221 8400)

FRANKFURT
• Tonight Fri and Sun at

Opemhaus; Steven Sloane

conducts Thomas Langhoff's

production of A Midsummer
Night's Dream (236061), Mon at

Jahrhunderthalle Woechst Joan

Baez (3601 240)

• Tonight at Schauspielhaus;

DJuna Barnes' play Antiphon.

Tomorrow: Shakespeare's
Merchant of Venice directed by

Wolfgang Engel. Fri: Schnltzler's

Undiscovered Country. Sat:

Sophocles’ Antigone, new
production directed by Anselm

Weber. Mon: late evening

performance of Euripides'

Cyclops (2123 7444)

HAMBURG
Staatsoper Tonight and Sat.

Eliahu Inbal conducts John Dew's

new production of Aida, with

Maria Guleghina, Livia Budai.

Michael Sylvester and Franz

Grundheber. Tomorrow and Sun:

La traviata with Nancy Gustafson.

Fri: Ariadne auf Naxos (351721)

Musikhalle Sun morning, Mon
and Tues evening: Gerd Albrecht

conducts Hamburg state

Philharmonic Orchestra in works

by Bruch and Schumann, with

violin soloist Nadia
Salemo-Sormenberg (343044)

Deutsches Schauspielhaus Peter

Brook's Debussy adaptation

Impressions de PeflSaa dally till

Sat (248713)
Thalia Theater Tomorrow: King
Lear. Fri: Beckett's Endgame.
Sun, Mon, Tues: John Osborne's
The Entertainer. Next Wed: Ariel

Dorfman's Death and the Malden
(322 660)

THE HAGUE
Dr Anton Philipszaal Tomorrow;
Eduardo Marturet conducts

Rheinland Pflaz State
Philharmonic Orchestra in

Brahms' Second Piano Concerto

(Karin Lechner) and Second
Symphony. Fri and Sab Evgeny
SvetJanov conducts Hague
Philharmonic Orchestra In

symphonies by Rimsky-Korsakov

and Brahms. Sun afternoon:

Arion Ensemble plays Vlvakli's

Four Seasons. Next Thurs:

Christian Zacharies piano recital

(380 9810)

BONN
Oper Tonight, tomorrow, Fri, Sat
also Sun afternoon: Valery

Panov's chamber ballet

impressionen. Sun evening and
next Thurs: Otello. Feb 28: first

night of new production of Der
Freischutz (773667)

MADRID
AudKorlo Nacional de Musica
Tomorrow: Alban Berg Quartet

plays works by Haydn,

Lutoslawski and Ravel. Fri, Sat,

Sun: Garcia Navarro conducts

Spanish National Orchestra in

works by Roberto Gerhard, Oscar
Espia and Berlioz. Next Tues:

Spanlsh Chamber Orchestra

plays Boccherini, with cello

soloist Marco Scano (337 0100)
Teatro Urlco La Zarzuela Fri and
next Tues: David Parry conducts
Mario Gas's production of Jenufa,
sung in Czech with Spanish
surtitles by a cast including

Natalia Romanova, Leonie
Rysanek and Jan Blinkhof (429

8225)

LYON
Auditorium Maurice Ravel
Tomorrow: Philippe Herreweghe
conducts Orchestra of Op6ra de
Lyon in works by Brahms and
Martuccl (7828 0960). Fri and Sat
Neeme Jarvi conducts Orchestra

National de Lyon in Mahler's
Sixth Symphony (7860 3713)

MUNICH
Gastetg Tonight and tomorrow;
Erich Leinsdort conducts
Bavarian Radio Symphony
Orchestra In works by Shchedrin
and Stravinsky. Fri; Anne Sophie
Mutter. Feb 27, 28: Sergiu

Celibidache conducts Munich
Philharmonic Orchestra, with

piano soloist Daniel Barenboim
(4809 8614). Marek Janowski
conducts a concert cycle of The
Ring on Feb 25, March 1. 3, 8,

with a cast including James
Morris, Ute Vlnzing, Rene Kollo,

Pouf Elmlng and Ekkehard
Wlaschiha (221316)

Heritulessaal Tonight Munich
Symphony Orchestra plays works
by Hartmann, Laio and
Tchaikovsky. Tomorrow: Martha
Argerich and Nelson Freire. Feb
27, 28: Giulini conducts Schubert
(299901)

CuviHICs-Theater Tonight and
Fri: Le nozze-df Figaro with

Margaret Marshall and Wolfgang
Brendel. Tomorrow. Goldberg
Trio and friends play chamber
music by Beethoven, Brahms
and Frank Martin (221316)
Theater Im Marstall Tomorrow,
Sat Tues: Bavarian State Opera
production of five short operas
of the 1920s, including Milhaud’s
L'enldvement d'Europe and
Hindemith’s Hin und Zufuck
(221316)

NEW YORK
THEATRE
• Phaedra: Racine's classical

tragedy, translated by Margaret
Rawlings, about the dilemma
of a woman caught between duty

and passion for her husband's
son. Now In previews, opens on
Sun, till March 20 (Peart Theatre,

125 West 22nd St, 645 7708)

• Saint Joan: a National Actors

Theatre production of Shaw's
drama about Joan of Arc,

directed by Michael Langham.
Till March 14 (Lyceum Theatre,

149 West 45th St, 239 6280)

• Anna Christie: Natasha
Richardson and Liam Neeson
star in Eugene O'Neill's

passionate drama of the high

seas, directed by David Leveaux.

Till Feb 28 (Roundabout Theatre,

1530 Broadway at 45th St, 869
8400)

• The Sisters Rosensweig:
Wendy Wasserstein's new play,

a comedy with serious

undertones, about the reunion
in London of three American
Jewish sisters. Till Feb 28
(Lincoln Center, 239 6200)

• Oleanna: David Mamet takes
on political correctness, sexual
harassment and a number of

other isms in this powerful drama
that stirs up Ideologues
(Orpheum, 126 Second Ave at

8th St, 307 4100)

ROME
CONCERTS
Tonight In Auditorium: Claudio
Abbado conducts Berlin
Philharmonic Orchestra (686

4759). Tomorrow In Teatro
Ollmpico: Rocco FIlippini,

accompanied by Michele
Campanula, plays cello sonatas
by Debussy and Rakhmaninov
(323 4890)

OPERA
Fri and Sun at Teatro dell’Opera:

Michel Plasson conducts Renzo
Giacchferi's production of Bizet's

Peart Fishers. Sat Daniel Oren
conducts Gian Carlo Menotti's

production of Lucia di

Lammermoor. with Kathleen
Cassello, Alfredo Kraus and
Giorgio Zancanaro (repeated

Feb 24, 28). Mon: Luclana Serra
song recital. Feb 25: Die
Fledermaus. Programme subject

to change at short notice (481

7003)

STRASBOURG
Tonight and tomorrow at Palais

da la Muslque: Theodor
Guschlbauer conducts Strasbourg
Philharmonic Orchestra in works
by Schumann, Nielsen and
Brahms, with Cho Liang Lin (8837

6777). Tues at Theatre Municipal:

first night of new Baliet du Rhin
production of Nutcracker.

European Cable and
Satellite Business TV

(ah times are Central
European Time)

MONDAY TO THURSDAY

Super Channel: European
Business Today 0700;
22.30

MONDAY
Super Channel: West of

Moscow 1200.
Super Channel; Financial

Times Reports 0630

THURSDAY
Sky News: Financial Times
Reports 2030; 0130

FRIDAY
Super Channel: European
Business Today 0700;
1200: 2230
Sky News: Financial Timas
Reports 0530

SATURDAY
Super Channel: Financial
Timafe Reports 0830
Sky News: West of

Moscow 1130; 2230

SUNDAY
Super Channel: West of

Moscow 1830
Super Channel: Financial

Times Reports 1900
Sky News: West of

Moscow 0230; 0530
Sky News; Financial Times
Reports 1330; 2030
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Edward Mortimer

There was one

memorable
phrase In Mr
Jacques Delors'

speech to the

European Par-

liament last

week. Unfortu-
nately, it was
embedded in a

passage of classic Euro-speak.

After proclaiming that
"democracy, subsidiarity and
transparency were the Euro-
pean Commission's watch-
words", Mr Delors went on to

say: "With an eye to the next
institutional reform, scheduled
for January 1996. 1 feel obliged

to point out that had the 1991
intergovernmental conference
accepted the Commission's
idea of a hierarchy of norms,
the subsidiarity principle could
have been applied more ratio-

nally.” If that sentence Is trans-

parent, my name’s Norman
TebblL
But in the next sentence

came the memorable phrase.
The Commission, said Mr
Delors. “intends to conduct
this crusade for democracy”.
Although the word “crusade"
was perhaps ill-chosen, given
the unfavourable connotations
it has Cor Europe’s Moslem
inhabitants, something like a
"crusade for democracy" is

desperately needed.

Yet the Commission is ill-

placed, and Mr Delors himself
ill-qualified, to lead such a cru-

sade. I do not question his

democratic convictions, but his
language, his public image and
his past career are essentially

those of a technocrat He rose

to political office in France via

the civil service and a series of

“technical adviser” roles. Not
coincidentally, this was also
the preferred role of the EC's
founding father, Jean Monnet
Throughout its history the EC
has been a brilliant conspiracy
of Europe's governing elites.

Each step forward in its his-

tory has been the work of an
intergovernmental conference
(IGO, at which national gov-

ernments negotiated a treaty.

Each successive treaty has
amended or enlarged the
preceding one.

The result is a text of ever-

growing complexity, largely

incomprehensible to ordinary
people. That in itself should
not matter. Most acts of
national parliaments are no
easier for the layman to follow

without expert guidance. But
we accept them as the work of

people we have elected to legis-

late for us. and who do at least

debate the acts in public.

A cause
without
Delors
Europe must
launch a

‘crusade for

democracy'

In IGCs. by contrast, the
work is done at best by minis-
ters, more often by officials,

following the conventions of
diplomatic negotiation, not
parliamentary debate. They
meet behind closed doors. Yet
the texts emanating from these

bodies are much more impor-
tant than most acts of national

parliaments; indeed, they
define ground rules within
which national parliaments are

obliged to operate ever after,

unless they take the extreme
step of withdrawing from the

EC altogether.

These texts do, of course,

require national ratification.

But the fact that national rati-

fication of the latest one - the

What Is required
is a constitution:
a rule book for
the European

union

Maastricht treaty - is proving
so difficult shows that the limit

of public tolerance has now
been reached. It is pure self-de-

lusion to Imaging that things

would be better if only the last

IGC had accepted “a hierarchy

Of norms”. From here on a dif-

ferent approach is needed.
Mr Delors mentioned “the

next institutional reform,
scheduled for January 1996”.

Actually the Maastricht treaty

(article N2) says nothing about
January. But it does say that

“a conference of representa-
tives of the governments of the
member states shall be con-
vened in 1996 to examine those

provisions of this treaty for

which revision is provided”. In
other words, yet another IGC.
Revision of the Maastricht

treaty will certainly be needed,

in 1996 if not before, because
whole chunks of it will be

unworkable even with 12 mem-
ber states, let alone the 16 the

Community shall probably
have by 1996. What is actually

required is a constitution: that

is. a rule book for the Euro-

pean union - something all

Europeans could understand,

and to which they could appeal

when any of the union's gov-

erning bodies appeared to

exceed its lawful powers.

Many states, including most

of the EC's member states,

have such a document to regu-

late their internal affairs. How
did they get it? By electing a
special assembly, called a con-

stituent assembly, to draft it

for them, and in most cases by
ratifying tbe result in a
referendum.
So that's what we need in

1996. not another IGC but a
European constituent assem-
bly. empowered to revise the

treaty and present the results

to member states for ratifica-

tion. One way to get it would
be to agree in advance that the

next European Parliament will

have such powers - but that

may not be possible, because it

would mean getting agreement
before the next European elec-

tions. which are little more
than a year away.
Either way, we shall not get

such an assembly without the

agreement of national govern-
ments, « only the fflpmhgr

states could endow it with the

necessary powers. This means
we shall not get it unless there

is a widespread and intensive
public campaign for it through-

out Europe, one so big that

national governments dare not
ignore it A crusade, if you
insist

National governments will

fight hard and dirty to avoid
this surrender of power, equat-

ing - as always - their own
power with national sover-
eignty. and depicting the pro-

posed assembly as a federalist

monster. But the answer to

that is simple. The decisions of

the assembly would not be
binding on any member state

until it had ratified them. I

suggest this should be done by
holding a national referendum
in every member state on the

same day; but if some states

insist on using a parliamentary
procedure, so be it The impor-

tant point is that democracy
and transparency would have
been part of the process from
the start, instead of being
dragged in as a half-hearted
afterthought, which is what
has happened with Maastricht
There is no time to lose. The

crusade should start now.

Duo preaches rewards of rigour

I
t took the ruling National

party in South Africa

more than -10 years to

come to its senses about

apartheid, and it was the eco-

nomic Mure of the policy -

not its moral repugnance -
which finally tipped the

balance.

Now, with the National party

on the point of abandoning its

hegemony and entering gov-

ernment with the African
National Congress, It is keen to

put behind it the peculiarly

South African form of state

socialism which bolstered

apartheid. It fears that the
ANC might otherwise decide to

ape this policy, using the state

to farther African interests at

the expense of the Afrikaner.

So at the last moment, the

National party has been con-

, verted to economic discipline,
1

to the kind of free-market poli-

cies without which post-

apartheid South Africa cannot
flourish. Faced with an econ-

omy which can only employ
just over half of the available

labour force, where productiv-

ity is low and real wages high
by international standards. «nH
where the civil service is large

and inefficient, there is no
alternative to economic reform.

That has been true for years,

and it has not previously
stopped Pretoria from denying
reality. But the country's
finance minister. Mr Derek
Keys, finally seems to have
removed the blinkers from
both government and opposi-

tion eyes. With a clever slide

show demonstrating the depths
of the economic crisis, which
he has presented to everyone
from the cabinet to the leaders

of tbe ANC, Mr Keys has con-

centrated the minds of politi-

cians on the need for a rapid

political settlement More than

anything else, this has driven

progress in the constitutional

talks between the National
party and the ANC which last

week yielded an outline agree-

ment on power-sharing.

Mr Keys, with his commit-
ment to tight fiscal policies, is

a powerful ally for Mr Chris
Stals. governor of the Reserve
Bank, the country's central

hank. Mr Stals has fought for

years to instil monetary disci-

pline. Last year, he managed to

restrict money supply growth,

as defined by the broad mea-
sure of M3, to within a tight

target of 7 to 10 per cent
The finance minister, who

took office last May after a suc-

cessful career as executive
chairman at Gencor. the coun-

South Africa has accepted the need for economic
reform, says Patti Waldmeir and Philip Gawith

Like minded: Derek Keys (left), finance minister, and Chris Stals, Reserve Bank governor

try's second-largest mining
company, says South Africa
has now entered a "sane eco-

nomic era” which can lay the
basis for future growth. The
credit for that must be shared
between Mr Keys and Mr Stals,

whose uncompromising mone-
tary policy has helped push
inflation to a 15-year low. Con-
sumer prices rose at an annual
rate ofjust under 10 pm* cent in

December (see chart.) There
axe also signs that inflationary

expectations are also begin-
ning to fan Fund managers,
for example, are expressing
renewed interest in fixed-

interest securities.

But Mr Keys’ achievement in
promoting economics to the

centre of the political debate

should not be underestimated.
Through force of intellect and
personality, be has frightened

the politicians out of their pre-

vious leisurely approach to
negotiations, while maintain-
ing good relations with both
sides.

More technocrat than politi-

cian (probably the main reason
for his success), Mr Keys has
gained the respect of the ANC.
But more important, he has
won over the president, Mr
FW de Klerk, who alone can
authorise the painful economic
restructuring now being
planned.

Pretoria has yet to release

details of the restructuring pro-

gramme, but Mr Keys has
made clear that stimulating
investment is the centrepiece.

That can only be achieved by

reducing government con-
sumption expenditure so as to

channel more of national
income into private fixed

investment, and by restoring
investors’ confidence after
years of political uncertainty
and high inflation.

Mr Keys has taken his
reform message to every forum
that will listen. He mourns the
feet that gross domestic fixed

investment has fallen from 26
per cent of national income in

1983 to 16 per cent now - only

1 per cent more than is needed
simply to replace worn-out and
obsolete capacity. That, he
says, is the most important ele-

ment restraining economic
growth, which has been nega-
tive for each of the past three

years. A modest recovery, to

real growth of between 0-5 and

2 per cent, is expected this

year.

Government expenditure is

tbe obvious target to free more
funds for investment. Mr Keys
points out that government
consumption spending has
risen from about 10 per cent of

national income in the 1960s to

more than double that now.
Over the same period. Japa-
nese government consumption
spending was held to 9 per cent

of national income.

But politically, there could
hardly be a worse time to

restrain government expendi-

ture. Many blacks expect a
multi-racial government to

make up for the deprivations of

South Africa: revival through discipline

Inflation % Real GDP growth annual % change

1985 87 89 91 93 1985 87 89 91
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apartheid overnight. Scope for

cuts is Also limited, although

Mr de Klerk (under Mr Keys'

influence) has said that civil

servants must take a large pay

cut in real terras, of perhaps 3

to 5 per cent, in the coming

fiscal year. Taxes will also be

increased, while civil service

personnel should be cut by 5

per cent by the end of March.

Nonetheless, the budget defi-

cit, which is expected to end

the financial year at more than

S per cent of gross domestic

product, will probably remain

high at 6 or 7 per cent of GDP
in fiscal 1993-94. Finance

department officials say that to

cut tbe deficit to 5 per cent of

GDP would require drastic

action, the equivalent of a 7

percentage point rise in val-

ue-added tax (now 10 per cent).

Despite the deficit, finance

ministry officials point out

that spending targets were

largely achieved this year.

They say that tbe deficit

resulted from a revenue short-

fall due to recession and severe

drought, and they predict

spending will show only a very

modest real increase next year.

Mr Stals says he believes

1993 will set the tone for the

new South Africa. If Mr Keys

proves to have the courage of

his convictions on curbing gov-

ernment spending - and cru-

cially, if the ANC and the trade

unions resist public protests

against such measures - then

the central bank governor pre-

dicts this "can easily become a

decisive year in which the

foundations will be laid for

future economic development”.

With the labour force shrink-

ing by 2 per cent in 1991 and 3

per cent in the first half of 1992

- adding to the 40 per cent of

the economically active popu-

lation already without formal

employment - something
must be done to revive growth.

But nobody believes any-

thing can be done quickly.

Indeed, many economic com-
mentators are sceptical that

inflation will remain in single

figures, as the finance minister

has promised, and that eco-

nomic growth will resume.
But with Mr Keys at the

Finance Ministry and Mr Stals

at the central bank - posts

both could retain in an interim

government - South Africa

has the best chance in years of

breaking out cf what Mr Keys
calls "the down-and-out trap”.

And unless economic success

can be achieved. South African
democracy will rest on .fragile

foundations.

e mevje as.-
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Politics that raise

questions about
state of democracy

Policy aims
to minimise
weapons
destruction
From MrDanPlesch.

Sir. In his excellent article

"A disarming achievement"
(February 12), David White
comments: "Surplus armoured
vehicles, artillery weapons and
aircraft covered by the terms
of CFE have to be destroyed In

the next three years." This is

correct, but hides the fact that

Nato is using every means at
its disposal to minimise the
numbers of weapons to be
destroyed. Under tbe policy
known as "Cascade", Nato
countries whose forces exceed
the CFE treaty-limited equip-
ment (TLE) quotas pass on,
free of charge, their surplus
weapons to Nato countries
with sub-TLE forces. The bene-
ficiaries of this policy have
thus Car been Greece and Tur-
key: 916 tanks, 150 armoured
combat vehicles, 72 artillery

systems and 100 mortar
systems cascading into Greece;

and 1,057 tanks, 600 armoured
combat vehicles and 71 artil-

lery systems cascading into

Turkey. This represents 3 mas-
sive modernisation of these
nations' forces at the time
when every thoughtful analyst
fears they may be dragged into

war with each other over Mac-
edonia and Kosovo.
Responding to these fears.the

UK defence secretary. Malcolm
Rifkind wrote, in a letter to

Basic: “I do not see that the

tragic events in the former
Yugoslavia provide a reason to

change the rationale for the
programme." These words may
well come back to haunt him.
Cascade, however, is indica-

tive rather than exceptional.

Germany is assisting in a rear-

mament of Hungary. No one in
,

NATO seems to believe these

policies are problematic, 1

though concern is voiced when
i

the former Soviet Union states

do the same thing.

The scale of these Nato-
blessed arms transfers fer out-

weighs, and flatly contradicts,

any tentative positive steps

towards peace-keeping recently
matte by the aUtewra

Dan Plesch,

director,

The British American Security

Information Council.

S John Adam Street.

London WC2N SEZ

From ProfRonald Don.
Sir. I have just come across

your leader of February 8 con-

gratulating John Smith, the
opposition leader, for learning

lessons from President Clinton
about bring in tune with "the
aspirations of ordinary peo-
ple". And about time, too. Hur-
rah! etc.

But the aspiration of most of
us ordinary people is to be free

riders if we can get away with
it To have a first-rate health
service and run it on peanuts.

To pay the non-ordinary unem-
ployable homeless enough to

keep them from begging on the
streets and turning our parks
into shanty-towns, but not of
our own pockets.

Democratic politics used to

From B W Barton.

Sir, I read with interest your
article, “Road network sell-off

proposed” (February 12V My
experience of the motorway
network suggests that, on the

rare occasions when the traffic

is actually flowing, so fragile is

this phenomenon that the tip

vortices from a passing butter-

fly are sufficient to produce a

10-mile tailback. One toD booth
would bring the whole of the

country to a standstill Has the

refugee from tbe land of the

cerebrally challenged who
thought up this one ever
driven round tbe M25?

I have an idea of how the

From Mr John W Clarke.

Sir, Andrew Taylor’s story

(“Builders ‘forced to bid 10 per

cent below cost”’, February 9)

pinpoints exactly the untena-

ble situation that subcontrac-

tors in the construction indus-

try have been suffering for

many years. Tbe present

recessionary times only make
tbe pain more intense.

It is the case that construc-

tion companies "Dutch-auc-

tion” their Offers for tender to

specialist engineering contrac-

tors such as members of our

association. In order to gain

be thought to be about using
persuasion to change other
people's aspirations so as to
bring them more in line with
(a) one’s own perception of
reality and (b) one’s own
values.

Take current aspirations as
given, as your leader does, and
politics is either about clever
public relations deception, or
about the spendthrift piling-up
of American or Italian-style fis-

cal deficits.

Is that the sort of democracy
we really want?
Ronald Dore,
Centre for Economic Perfor-
mance,
London School of Economics,
Houghton Street,

London WC2A 2AE

government could raise the
£2bn it requires. Charge an
annual levy on every road
user, £100 a year from 20m of
them should just about do it.

The government could call it a
road fluid licence and supply
little round stickers to put in
yoor windscreen as proof of
payment If It wished to charge
according to usage it could
(revolutionary, this one)
impose a tax on fuel About 6p
a litre should raise the same
amount.
B W Barton,

35 Sandylease.
Westbunwn-Trym,
Bristol BS9 ZPZ

work at a sub-economic price.

They then use the subcontrac-
tors’ money to fond their own
deficits.

From the Dutch auction pro-
cess they follow up by forcing

through onerous contract
clauses, including “pay-when-
paid” terms, late overall pay-
ment. withholding of retention

money and many other abuses.

A recent survey of our mem-
bers showed that just 257 com-
panies are currently owed
£48m in retention money alone.

It is certainly time that these

issues were more fully pres-

Tomorrow —
another day,

another song
From Mr Mark Tracey.

Your feature, “Optimistic
state of the unions” (February
15), suggested "Come A Little

Bit Closer” by Fleetwood Mac
as an alternative to its “Don't
Stop Thinking About Tomor-
row".

Perhaps more appropriate
would have been their record-
ing "Tell Me Sweet Little Lies”.
Or, with the ominous changes
we may see in President Clin-

ton’s state of the union address
to the guarantees offered prior
to election, could we see the
Democrats adopting as their
theme tune “Promised You A
Miracle” by Simple Minds!
Mark Tracey,
technical adviser.

The Currency Programme,

77 London Wall
London EC2M 5ND

Some offer
Prom Mr Gordon L McNally.

Sir, Just imagine the reac-
tion of Barclays Bank to a
property company’s request for

an Overdraft to support a five-

year rent-free period given to a
tenant granted a 25-five year
lease! Imry Group, Barclays’
own property company, evi-

dently see this formula for a
Mayfair property as inspired
thinking (“Rent-free offer”,

February 12). How many prop-
erty companies could have
been saved if Barclays had sup-
ported such a formula?
Gordon L McNally,
Kingsbnjok Consultancy,
2nd and 3rd floors,
22 Robertson Street.

Hastings
. East Sussex

rather' than the situation that
has existed hitherto, where the
niain players have largely been
talking to themselves,

ft is to be hoped that the
government’s construction
industry inquiry, long germi-
rating, will finally begin ita
work and, in consultation with,
all parties, put an end to these
practices.

John W Clarke,
HVCA.
Ssca House,
34 Palace Court,
Baysicater. London W2 eJC

A much better idea than selling

off the roads network

Sub contractors victims of Dutch auctions
ented to a wider audience
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Further information: Arnold Sutiemeycr, 25 Horst YVoy, South Croydon
Surrey CR2 7AP, Tel.; <06. 1) 6 fi3 ?5 4 1, Far; (0311 6 SI 00 6d
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Health care
in London
MRS VIRGINIA Bottomley, the UK
health secretary, yesterday
announced her response to the
Tomlinson report on the future of
London's health services. While
she is stopping short of fully
implementing Sir Bernard Tomlin-
son's recommendations, she has
given the green light to much of

the report. Mrs Bottomley has
thus launched the first serious
attempt to rationalise the capital's

health services in a century, in
marked contrast to the shelving of
earlier reports.

London’s hospitals consume 50
per cent more resources per head
than those in other large cities.

The internal market in the
National Health Service leaves
health authorities increasingly
free to shop around for hospital
treatment. As that freedom is

exercised, health authorities in

the home counties will send their
patients to cheaper local hospitals

rather than more expensive beds
in London. It already requires a
subsidy of £50m to keep open Lon-

don’s teaching hospitals; this
could double next year unless sur-

[

plus beds are eliminated.

And while London’s hospitals
consume a disproportionate share
of the NHS budget, Londoners are
ill-served by their community
health services. Family doctors
outside the capital often work in

large practices housed in modern
health centres offering a range of
services, including some day sur-

gery and other forms of treatment
In London, too many family doc-

tors are working single-handed
from lock-up premises and able to

offer little by way of screening or

Help on migrants
THE UPHEAVALS causing flows

of uprooted migrants into the rich

countries of western Europe show
little sign of abating. While war

1 rages in former Yugoslavia, eco-

nomic and political dislocation in

other hard-hit parts of eastern
Europe and the developing world
has become a seemingly perma-
nent source of instability.

The west should prepare itself

for immigration pressures to per-

sist at least until the end of the

decade. To cope with the chal-

lenge Europe needs a strategy.

Unfortunately, though not surpris-

ingly. European interior ministers

meeting in Budapest this week
failed to come up with it.

The ministers agreed to toughen
measures against the criminal

organisations which charge exor-

bitant fees for transporting refu-

gees illegally across western bor-

ders. They will set up mobile

police units, and intensify infor-

mation exchanges. But pleas led

by the Bonn government for the

rest of Europe to pool resources in

providing funds and accommoda-
tion for refugee resettlement fell

on deaf ears.

Five countries - Germany,
Switzerland. Austria, Sweden and
Hungary - have between them
accommodated about 85 per cent

ol the more than 500,000 refugees

displaced from ex-Yugoslavia

since mid-1991, with roughly

250,000 of these people in Ger-

many. In effect, these countries

have now been told that it is up to

them to find solutions to difficul-

ties posed by the inflows.

This lack of European solidarity

is short-sighted. Such a response
fails to address a problem which is

growing larger, in terms of both
numbers and geographical com-
plexity. Roughly 670.000 refugees

sought political asylum last year
in western Europe, up 24 per cent

from 1991, of whom 440,000 entered
Germany (against 27,500 for

France. 24,600 for the UK, 11,700

for Spain and 2,500 for Italy). Hun-
gary has turned back lm people at

its borders since October 1991.

European countries are follow* 1

mg a policy of trying to minimise
their exposure to refugee inflows,

pushing would-be migrants back
to adjacent countries. This was
the approach in the resolution on
"host third countries" adopted by
EC ministers at the end of last

year, which put the onus on deal-

ing with refugees from Bosnia and
Serbia on neighbours such as
Hungary, Croatia and Slovenia.

It is also the policy adopted, for

understandable reasons, by Ger-

many, which is tightening its pre-

viously liberal asylum regulations

through a change in its constitu-

tion. This, inevitably, win increase

strains on Poland and the Czech
Republic.

A policy which ends up concen-

trating refugees in countries least

equipped to accommodate them is

misguided. Europe at present Is

unable to check the pressures

which are forcing refugees to flee

from the east But unless the west

enacts a policy which seeks to

spread the burdens of assisting

and integrating them, it will share

part of the blame if the potential

for disorder spreads.

Bank warning
STERLING'S ignominious
departure from the ERM on Sep-

tember 16 of last year led not to

perestroika, but to glasnost.

Among other changes, the chan-

cellor has announced a target

range for inflation of 1-4 per cent.

He also invited the Bank of

England to comment on its

chances of achievement. Yester-

day's first report makes sobering

reading. The economy is still

bumping along the bottom, while

inflation is expected to bump
along at the top of Its range, with

the risks mostly on the up-side.

The Bank's aim is to increase

public understanding and thereby

stimulate a more informed debate.

But it is not, it Insists, an indepen-

dent central bank, which is why it

leaves the implications for others

to draw. This is a little disingenu-

ous. for two reasons. First, the

Bank s policy conclusion is evi-

dent from its emphasis on the

I

risks to inflation of "sustained ftir-

! ther depreciation and a faster

:

pass-through of the depreciation

that has already taken place”. Sec-

ond. the Old Lady of Threcdneedle

Street has been given a rod for the

chancellor’s back. The unan-

swered question is whether she

will dare to use it when she

should. On this evidence, she just

might.
The report is professional m its

analysis uf what inflation means

and of how and why it has fallen.

U is equally professional in us

analysis of the risks. It shows, in

particular, that the government

continues to have a credibility

problem. This will increase the

real cost of achieving its targets,

which must make its determina-

tion to achieve them less credible.

The fundamental assumption

underlying the exercise is that

there is no long run trade off

between inflation and unemploy-

ment. That assumption is fully

borne out by the UK’s experience

over the past twenty years, daring

which the price level has risen

six-fold and the level of unemploy-

ment five-fold.

In the short to medium term,

however, things look very differ-

ent. The Bank report shows that

employment has fallen still more

than at the comparable stage in

the recession of the early 1980s.

Meanwhile, both labour productiv-

ity in the economy as a whole and

real earnings have risen rather

more. The increase in unemploy-

ment will be durably reversed,

hoever, only If real wages at last

stop rising, just as the decline in

inflation will be sustained only If

the effects of depreciation on the

prices of tradable goods are not

passed through into wages. Pay
j

inflation has to fall further and

stay down, notwithstanding recov-
\

ay and the lagged effects of depre- ,

ciation. .

.

The Bank shows that achieve-

ment of the inflation target Is far

from secure. In the short term,

that may not matter as much as

how that target will be met. The

target can be overshot temporar-

ily provided pay inflation contin-

ues to decline. If it does not. what

price the government’s target for

inflation? How long before U too Is

thrown on the dustbin of history?

T
here is an air of relief

among British building
societies as they prepare

to disclose their results

for last year, one of the
worst in the UK housing market.
Fears that the industry's founda-
tions were threatened have receded.

“I think it is a minor miracle that

we have survived as well as we
have," says Mr Mark Boleat, direc-

tor-general of the Building Societies

Association.

The slump in the housing market
- which brought a wave of house
repossessions and bad debts -

seemed last year as if it could pro-

voke losses among medium-sized
societies, though the fears have
proved unfounded. That would have
lead societies into unknown terri-

tory. Some society chief executives
talked of rejecting their traditional

role of merging with loss-makers to
save them. An erosion of public
confidence appeared possible.

A taste of the problems inflicted

on societies based in the vulnerable
south of England housing market
will be disclosed tomorrow when
the Gloucestershire-based Chelsea
Building Society is expected to
report sharply reduced profits.
Other large societies such as Bristol
& West, which lent heavily in 1990
and 1991 to borrowers who have had
difficulty meeting mortgage repay-
ments, will follow in the next
month.

Britain's exit from the European
exchange rate mechanism on Sep-
tember 16 calmed the worst fears.

The UK’s 110 societies, descendants
of the “terminating" societies
formed in the 18th century by indi-

viduals saving to buy bouses, were
given a respite. The fall in base
rates from 10 per cent to 7 per cent
between September and December
1992 let them raise income by delay-
ing cuts in rates on mort-
gages. while reducing savings rates

promptly. “We were saved a bit by
Black Wednesday," says Mr BoleaL
This windfall aside, if was a hard

year for societies in the south.
House prices in the region fan by 9
to 11 per cent, while base rates
remained high for the first three-

quarters of the year. As a result,

some 68,500 properties were repos-

sessed in Britain, compared with a
tenth of that number a decade ear-

lier. A further 352,000 owners were
at least six months in arrears with
their mortgages in December.
The fall in southern property val-

ues strained the insurance policies

which nearly all the societies hold
to insulate them against reposses-

sion losses. These protected them as
long as properties stayed above 75
or 80 per cent of their original

value, but the limit was often
breached in the south. Premiums
have risen sharply because insurers

estimate that they have lost Z3bn on
mortgage indemnity in the past
three years.

day care. The government will
give an immediate boost to pri-
mary health care in the capital,
with Innovative experiments to
improve services locally to reduce
demands made on hospitals.
Mrs Bottomley hag delayed final

decisions on hospital closures
until the completion in May of a
review into where particular spe-
cialties should be located. But she
has made it clear that many of the
Tomlinson recQmmptirigftonq will
proceed. She has also sensibly
accepted alternative strategies
where they have m^A* sense, as.
for example with the plans to reio-
cate the Royal Brompton and the
Royal Marsden.
On the most controversial of the

proposed closures, Bart’s hospital
in the City of London, Mrs Bot-
tomley has deferred a final deci-
sion. Bart’s has waged a brilliant
campaign to remain open, using
its connections in City and the
media with skill Mrs Bottomley
accepts that Bart's cannot survive
in its present form, but has given
the hospital another six months to
come up with alternative strate-

gies for consideration.

It is understandable that minis-
ters have adopted a risk-averse
strategy in delaying the decision.

With a 21-seat Commons majority
and confidence at a low ebb since
last year's setbacks in economic
policy, ministers are as vulnerable
to a parliamentary challenge on
hospital closures as on pit clo-

sures. Given these constraints,
Mrs Bottomley has done well to

keep the momentum of rationalis-

ation. even if Bart's has been
awarded a temporary reprieve.

John Gapper examines improved sentiment among UK
building societies after a worrying year

Back from the

brink of despair
UK building societies: is the worst over?
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from the government, which needs

to attract fluids through National
Savings to help finance a projected

animal public deficit of £5Qbn. The
difficulty of attracting retail depos-

its under these conditions is already

evident. Societies only had a net

retail fund inflow of £295m in 1992

compared with more than £5.9>bn in

the previous year.

On the lending side, they will face

competition from lenders offering

cheaper mortgage rates. This is

because centralised leaders such as

the Household Mortgage Corpora-
tion have unfettered access to

wholesale funds that are now
cheaper than societies' retail funds.

Societies are limited to borrowing
40 per cent of hinds on wholesale

markets under the 1986 Building
Societies Act. “Banks and other
lenders will be rushing back into

the mortgage market. The societies

are going to be forced to squeeze
their margins if they do not want to

lose market share,” says Mr wri-
glesworth.

The last time other lenders com-
peted so hard for mortgages was in

the mid-1980s, when societies' share
of mortgage lending fell from 72.1

per cent in 1986 to 50.6 per cent in

1987. But the level of housing trans-

actions meant there was a lot more
business to go around. Societies

oow face much lower sales: there

were only l.lm transactions in

England mid Wales last year, com-
pared with 2.1m at the peak in 1988.

The most chastening experience
has been that of the larger societies

which merged with distressed
smaller societies in 1991. Consolida-
tion through mergers has gradually
reduced the number of societies -

which numbered 289 in 1980 - and
appeared virtually risk-free. Larger
societies expanded their branch net-
works and market share by taking

on sound mortgage assets that were
well covered by reserves.

The increasing risk of mergers
emerged last year. Some large soci-

eties found they had taken on loan
books in a far worse state than they
imagined. Cheltenham &
Gloucester, the slxtb-blggest soci-

ety, merged with the troubled Ports-

mouth in June 1991. The provi-

sions we had to make against the
Portsmouth were vastly In excess of

what a reasonable person could
have expected," says Mr Andrew
Longhurst, Cheltenham &
Gloucester chief executive.

Such experiences have prompted
larger societies to be more cautious
about taking on others. Mr Jim Bir-

rell, chief executive of the Halifax
- the largest society - says it is

unhealthy for societies to assume
they will be rescued no matter what
they do. "fr is wrong for individual

members of an industry to think
whatever problems they get into
will always be taken over by oth-

ers," he says.
This attitude marks a change for

an industry that has supported its

weaker members to preserve public
confidence. Because societies hold
the savings of many relatively unso-
phisticated investors, they are vul-

nerable to runs on funds if they
appear weak. This is despite the
fact that their average ratio of capi-

tal to assets is 11.8 per cent - well
above the international minimum of

8 per cent set by the Rank for Inter-

Some large societies
found they had taken
on loan books in a
far worse state than

they imagined

national Settlements.

Ms Rosalind Gilmour, the build-

ing societies commissioner who reg-

ulates the industry, has already
emphasised that she sees nothing
wrong in a society with strong
reserves dipping temporarily into
loss. She has received a chorus of
support from chief executives.
There is no reason why a society

which is well managed and secure,

which happens to make a loss one
year, should have to close its

doors," says Mr Longhurst

The prospect of more than one
medium-sized society making a toss

nonetheless caused some nervous-
ness among chief executives last

year. In the event, the south's prob-

lems have been balanced by tbe
widening of margins late in the
year, and by the performance of
societies lending in the more resil-

ient northern market. The Northern
Rock Building Society, based In

Newcastie-upon-Tyne, has already
announced a 37 per cent rise in pre-

tax profits for 1992.

The profits of the 25 largest soci-

eties are now expected to fall only 7

per cent on average. Yet although
the immediate crisis appears to

have passed - and house prices

seem to be stabilising - societies in

some ways face an even harder task
this year. They will have to struggle
to increase profits in a stagnant
housing market, with about half the
transactions of the late-I980s to
attract fee income,- and stiff compe-
tition for savers' funds.

Mr John Wriglesworth, building
societies analyst at UBS Phillips &
Drew, says societies are facing pres-

sure on both sides of their balance
sheets in tbe coming year because
of tbe fall in base rates.

On the deposit side, it will be
hard to attract retail funds because
of higher yields on equity invest-

ments. They also lace competition

T
he fall in transactions
reduces societies' profits

because each purchase
can attract an additional

£1.000 or so in Tee

income on products such as life

insurance. Yet only a modest recov-

ery in house sales is expected, while
tbe rise in arrears last year means
bad debt provisions on reposses-

sions are likely to stay high. Provi-

sions for last year are expected to

reach about £2bn. compared with
£1.2bn for 1991.

The upshot is that while societies

are relieved that 1992 did not match
their worst fears, they face a tough
climate over the next few years.

Those that expected to follow Abbey
National's 1989 share flotation, and
abandon mutual ownership, are
now more cautious. The advantages
of not having to answer to share-
holders during a period of subdued
profitability has struck some of
them forcibly.

"Mutuality has been important to

us in the past year,” says Mr Peter
White, chief executive of the Alli-

ance & Leicester. “We have been
able to take a long-term view with-

out having to look over our shoul-

ders every few months.” He is not
the only chief executive to emerge
from last year with renewed respect

for societies' traditional strengths.

But the year to come may hold just

as stiff a test

First step to blocking a two-tier Europe

B
The shambles of

Foreign Secretary

Douglas Hurd’s
legal about-turn on
the social chapter of

the Maastricht
treaty on Monday
should not be

rrifOUiVAL allowed to confuse
VWW the issues that are

at stake. Labour's
amendment 27, by seeking to

remove the opt-out, could only ever

be the first step on the road towards
tbe social chapter’s Inclusion in the

treaty. Parliament should vote in

favour, for two reasons.

First, the arrangement negotiated

at Maastricht by John Major, the
prime minister, is a legal and politi-

cal mess. The opt-out creates a two-

tier Europe in the social dimension
which many Community experts

believe to be unworkable.

Mr Major has left Britain, in this

vital area, with reduced influence,

diminished status and, once again,

without the ability to shape the
institutions that will guide the
Continent
At Maastricht, the prime minister

had the opportunity to negotiate a

social chapter which conformed
more clearly with British desires for

decentralised decision-making and a
free-market approach- He passed up
that chance and chose isolation

instead. Mr Major’s tactics may
have given him something to show
his sceptical backbenchers when he
returned from the negotiations. He
was determined to prove that he
had not abandoned his predeces-
sor’s legacy. But he has robbed bis

country of the ability to steer the
social legislation of the Community.
Second, the British public needs

to understand and support the pro-

cess of European integration. A sin-

gle market, leading to a single Euro-

pean currency, will oblige British

companies and employees to face up
to competitive stresses and strains.

Why should those same British

men and women be denied the bene-

fits of the minimum social and
employment legislation that is

agreed at a European level, and
which will be upheld in every other

member state? And has Britain not

something to learn from those of its

neighbours who have shown that

co-operation and partnership can
lead to economic success? All of the

other member states understand
that Europe must have a social face.

A specific clause has already been
inserted which requires legislation

to respect “national practices".

Another protects the position of

"small and medium-sized undertak-

ings". The chapter specifically

excludes pay, the right of associa-

tion and the right to strike. All of

the legislation so far proposed has
arisen not from the Maastricht
treaty but from the Single European

The liberal
Democrats will vote
to improve the treaty
by supporting the
social chapter

Act passed by a Conservative gov-

ernment in the 1960s.

Liberal Democrats do have con-

cerns shout the corporatist nature
of some of the procedures for deci-

sion-making within the chapter
which could by-pass tbe elected
European Parliament But the Brit-

ish government has shown no inter-

Observer

est in improving the democratic
accountability of the Community.
In any case, such concerns should
not outweigh the desire to see
Britain “at the heart” of the Com-
munity, able to participate In all of
its deliberations and to shape its

institutions.

Amendment 27 does not by itself

insert the social chapter in tbe UK's
version of the treaty. It is a neces-

sary step towards that end, but it is

not in itself sufficient

Even so, the government was
claiming until Monday afternoon
that the amendment, If carried,

would “wreck" the treaty. Douglas
Hurd attempted to raise the stakes
further by threatening to ditch the
treaty. He sounded petulant and
bullying, unsure of his case.

Now that the government's case
has been blown apart, it is clear

that its problems are not technical,

but political. On this occasion.
Britain would be moving towards
its European partners, who would
welcome the end of an opt-out. Tbe
UK should take further steps to

make this possible.

With the French elections now
upon us, and with a heightened

political atmosphere at Westmin-
ster, much nonsense will be spoken
over the next few weeks about the
social chapter on both sides of the
Channel. Some will allege “social

dumping". Conservatives will claim
that an opt-out is Britain's only
route to prosperity. Labour has per-

suaded itself that the chapter could
return Britain to the days of collec-

tivist industrial relations.

The truth is more mundane, but
none the less important to Britain,

it is in British interests for the
Community to move together as 12.

Yes, there are problems with tbe

chapter. But these will only be
solved with Britain inside a more
democratic Community.
Last November, Liberal Demo-

crats voted to support the Maas-

tricht treaty in the "paving” debate.

Next month, we shall vote to

improve the treaty by supporting
the social chapter.

Paddy Ashdown

The author is leader of the Liberal

Democrats

Cutting

remarks
Should the world’s news agencies

be judged on the speed of their

reporting or on the viciousness

- or obscurity - of their ads?

Last week, in the FT, Reuters

was boasting how it had tipped

off the world that the Bundesbank

was going to cut interest rates 33

minutes before the central bank’s

own official announcement of the

February 4 policy change.

VWD, the German economic news

agency, in which Reuters had a

one-third interest until 1980, Wasted

back yesterday - in German except

for the citation of the Reuters copy

and with no explanation for the

Brits as to who or what VWD might

be - that this was not true. It was

there with the news a whole 28

minutes earlier, it claimed.

Reuters says VWD's was an
unsourced report; VWD, in turn,

says the Reuters’ piece was ^just

as much speculation as ours, but

our report was harder”. (Eh?)

VWD thinks Reuters is trying

to sabotage Its English language

service - though why it should

then couch Us rejoinder in German

$sa bit of a puzzle. Reuters, almost

a century older than VWD and able

to trace its German roots back to

Baron de Reuter no less, just thinks

the competition is unnerved by

piling out on the odd scoop

recently.
,

....
As usual in the more delicious

AngtoGerman rows, the

Bundesbank has the last word.

They can write what they like,

but It is a tittle bit strange that

they should be arguing about who
was the first to start a rumour

”

Back to your terminals, boys.

BTR puzzle
Now that 65-year-old Norman

Ireland has decided to hand over

the chairmanship of Bowater to

a man four months younger, could

he be freeing himself up to take

over the chairmanship of BTR from
his old boss, Sir Owen Green?

Admittedly, it’s unlikely. BTR
is Britain’s 10th biggest company
and under Sir Owen Green has been

one of the country's most
successful However, Green toms
68 in May and has indicated

unofficially that he plans to retire

this year. But so far no word on
his successor.

BTR has hada non-executive

chairman before - Sir David
Nicolson did the job for 15 years
- but given Sir Owen's thoughts

about non-executive directors it

would be out of character if he
encouraged his colleagues to look
outside for his successor.

The obvious internal candidate
would be BTR chief executive Alan
Jackson, 56. He is said to have made
a success of BTR's Hawker Siddeley

acquisition. But he has only been
doing hisjob for a couple of years,

so perhaps Ireland, who is two
years younger than Sir Owen,

‘I charge £100 an hour for reading

the Maastricht treaty’

might stand in to keep the seat

warm till Jackson is ready. Unlike

British Aerospace chairman John
Cahill, another old BTR hand,

Ireland, does at least have time to

spare now. Just an Idea.

Incredible
Dun and Bradstreet, the business

information group, has just written

to Cheltenham hotelier Patrick

Roach, advising him that an
important customer has just gone
belly up, thereby underlining the

need to keep a dree eye on the

creditworthiness of his clientele.

Tbe letter, from one David

Gelstharp, marketing
communications manager of D&B,
turns out to be a spool, offering

Country Home Hotels tbe chance
to insure against the real thing

happening by subscribing to an
information service which claims

to keep tabs on anything that

moves in corporate Britain.

Trouble is that Roach’s company
itself went into liquidation at the

end of 1990. Having set up a new
business, which is now thriving.

Roach can afford to see the funny
side of the Dun and Bradstreetis

botched marketing ploy.

Let's hope Dun and Bradstreet

can laugh it off as easily.

Scene for Hurd?
Will Douglas Hurd’s promotion

to the government somersault team
hasten his departure from politics?

He turns 63 next month and as an
ex-diplomat with a relatively young
family he is not as comfortably

off as some of his colleagues.

IPs been rumoured for some time
that he would retire before the next

election, and past form suggests

a well-connected Tory politician,

sorry statesman, should have no
difficulty picking up a few
handsome retainers.

Lord Carrington, a former foreign

secretary, went on to chair GEC,
for example, and old cronies such
as Lords Howe and Tebbft have
picked up some nice little earners.

Trafalgar House is known to be
looking for a chairman, and Lonrfao.

Barclays mid HSBC Holdings may
be in the market for one in the

pot-too-distant future. If Hurd
wants something less challenging

then there are plenty of merchant
banks that would welcome him
with open arms.

However, the natural place For

him to go is not the City, even if

wants to earn some money. It would
be the headship of an Oxbridge
college. Lesser politicians than

Hurd have gone the same way. Lord
St John of Fawsley. for example,

is now Master ofEmmanuel
College, Cambridge. So have some
of the best, such as “Rab" Butler

who went on to Trinity College,

Cambridge.
Hurd would be at home at any

high table, and the higher the

better. He would also have time

to write, whether memoirs or

thrillers or both. His thrillers, such
as Scotch on the Rocks and The
Smile on the Face of the Tiger, are

very good. Given time and the right

environment, he might even make
more money than the down-market
Lord Archer.

Used notes
Classical music may be winning

fans at an unprecedented rate, but

it does no barm to give the slow

learners a prod. The advertised

programme for this Sunday's
Baroque Masterpieces concert, at

the Barbican Hall, includes: "Bach:
Sleepers Awake (Lloyds Bank black

horse theme)."
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Britain and Germany to meet on
Eurofighter funding stalemate

THE LEX COLUMN

By David White, Defence

Correspondent, in London

BRITAIN and Germany are to

hold confidential talks this week,

to try to resolve a looming fund'

ing crisis in the four-nation Euro-

fighter 2000 aircraft project.

Mr Jonathan Altken, the Brit-

ish defence procurement minis-

ter. will seek assurances on
Bonn's share of payments in dis-

cussions over tbe next three days
with General Jorg Schflnbohm,
secretary of state responsible for

armaments at the German
defence ministry.

The Ministry of Defence said

Mr Aitken's visit to Germany,
which starts today, was to attend
an Anglo-German seminar in

Hamburg and was not specifi-

cally linked to tbe Eurofighter
project. However, the future of

the programme is expected to

figure prominently in his
discussions with Gen Schon-
bohm, which are due to continue
during a two-day visit to eastern

Germany.
The discretion surrounding tbe

talks is explained by the UK's
anxiety not to embarrass German
officials into making public state-

ments which could worsen the

financial stalemate.

German industry officials said

that finance from the Bonn gov-

ernment would run out in about
two months and that some pay-

ments were already overdue.
Under work sharing arrange-

ments between Britain, Germany,
Italy and Spain, each government
is responsible for paying its

industry for its part in the £8bn
CSllAbn) programme for develop-

ment of the aircraft.

Failure by Bonn to release

more money means that Daimler-

Benz'S Deutsche Aerospace sub-

sidiary has to bear the burden of

continuing with tbe project.

There is concern that some Ger-

man sub-contractors could face

severe difficulties as a result

A senior British official said

yesterday the UK regarded the
problem as one that Germany
had to resolve. "It’s up to them,”
he said.

The financial shortfall calls

into question the agreement
reached by the four countries last

December to continue with a
modified Enrofighter project,

overcoming the threat of German
withdrawal
The agreement was based on

cost cuts and a slowing-down of

development work.
Mr Volker Ruhe, the German

defence minister, had already
reduced Bonn's 1993 budget allo-

cation to tbe project by about

DM3Q0m to DM52Qm ($3l3m). Of
this, DM180m was owed to indus-

try for work done in 1992. The
remaining DM34QM is not expec-

ted to cover Germany's share of

work beyond ApriL

Prospects for raising Bonn's
funding provisions have been hit

by further cuts In the defence

budget announced by Mr Ruhe
earlier this month.
The four partners have yet to

complete plans for Implementing
the changes in the project

decided in December.
Planning is complicated by the

fact that Germany and Spain do
not want the aircraft until 2002,

two years after its scheduled
entry into service with the Brit-

ish and Italian air forces.

Britain insists that Germany is

committed to a production pro-

gramme capable of meeting the

earlier deadline.

EC commissioners disagree Japanese
. i . . p . companies

over steel imports from east cut product
By Andrew Hill and Lionel
Barber in Brussels

THE EC's trade and industry
commissioners are split on how
much protection to offer the
Community steel industry from
cheap east European imports.

Sir Leon Brittan, responsible
for external trade, and Mr Martin
Bangemann. industry commis-
sioner. will try to settle their dif-

ferences at today’s meeting of the
European Commission, which
will decide outline plans of com-
mercial and financial support to

end tbe EC steel crisis.

The plan, which will be dis-

cussed at a special meeting ofEC
industry ministers next week,
pits the Community’s desire to

save its steelmakers against its

new policy of freer trade with
struggling eastern economies.
Mr Bangemann warned that,

without a strong support pack-
age. as many as four or five lead-

ing Community steelmakers
could go bust.

But Sir Leon is worried that

overreacting to manufacturers'
demands for protection against
non-EC imports could undermine
existing free trade agreements
with east European countries.

EC steelmakers are complain-

ing that a comparatively small
volume of cheap steel imported
from the Czech Republic, Slo-

vakia, Hungary and Poland has
dragged down the EC market
price, adding to problems caused

by overcapacity and the sluggish

economy. “The present price

level is disastrous for every-

body,” Mr Bangemann said yes-

terday. He wants central and east

European governments to impose
minimum prices on exports over

three years. If the countries

ranges

wm
Martin Bangemann: warning that steelmakers could fold

breached those price levels, the
EC would impose anti-dumping
duties on steel imports. Sir Leon
is likely to insist that any safe-

guard arrangements should be
reviewed after a year.

Commissioners will also con-

sider extending volume restric-

tions on Czech steel imports to

other east European countries.

Sir Leon has already proposed
amending the Czech restrictions

to allow a greater volume of

imports but harsher tariffs if lim-

its are exceeded
The overall Commission plan

will be conditional on firm com-
mitments from EC steelmakers to

cut capacity of up to 25.8m
tonnes in crude steel and 17.9m
tonnes in rolled products.
‘[Given those cuts) I can't just

tell people we will let in another
50m tonnes of steel from east
European countries.” Mr Bange-
mann said In return for the cuts,

the Commission is likely to pro-

pose some Ecu240m ($283m) of

aid for redundancies, and will

promise to issue quarterly
“recommendations’' for forward
production and delivery volumes
in specific sectors across the
whole Community.

Purchases doubled, Page 2

European ministers agree new
anti-immigration measures
By Nicholas Denton
in Budapest

INTERIOR ministers from 35

European countries yesterday
agreed to crack down on the

wave of illegal immigration from

east to west which is fuelling

anti-foreigner violence in Ger-

many and elsewhere.

The ministers said organised

smuggling of illegal immigrants
would be made a criminal offence

across Europe. They also agreed

that airlines, as well as land and

sea carriers, should be liable to

fines under new rules on tbe

movement of illegal aliens.

The conference of ministers

from east and western Europe
follows pressure for coordinated

efforts to reduce an increasing

flow of illegal immigration that

ministers say has fuelled, xeno-

phobia and been exploited by
organised crime.

The ministers agreed to set up

special police units and mobile

surveillance forces to a standard

model. The governments also

agreed to exchange Information

and adopt a common code on bor-

der checks.

But ministers from several

countries, including Britain,

balked at the German demand for
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a common code on repatriation

and on sharing the financial bur-

dens of combating illegal immi-
gration.

The outcome of the meeting
yesterday displayed the limits of
pan-European co-operation on
paying for immigration. Interests

diverge: Germany, Austria, Swit-

zerland and Sweden have borne
the brunt of the influx from east-

ern Europe, while their neigh-
bours to the west are more con-
cerned about migrants from
other continents.
Germany sought yesterday to

allay the fears of Poland and the
Czech Republic that they would

become part of a “refugee zone"
if Germany turned back more
asylum seekers. Last week. Bonn
offered Warsaw DM55m (533m> to

finance refugee camps.
Attention will now turn to sub-

regional initiatives, particularly
bilateral talks with neighbouring
Poland and the Czech Republic.

Mr Rudolf Seiters. German inte-

rior minister, yesterday gave
early March as the date for the

next round of talks with Poland,
and announced talks soon in

Prague on a multilateral
approach to illegal immigrants.

Editorial Comment, page 17

By Charles Leadbeater In Tokyo

JAPANESE manufacturers are
turning their backs on one of tbe

key ingredients in their business

philosophy of the last decade -

that their international competi-
tiveness depended upon produc-

ing ever wider ranges of products
at an ever faster pace.

Surveys by the Ministry of
Internationa] Trade and Industry'

show that, in the last year, Japa-

nese makers of electrical goods
and home appliances have begun
to prune product ranges and
extend model life cycles in an
effort to cut costs.

The moves suggest that the
pace of competition US and Euro-
pean companies will face from
Japanese manufacturers is less-

ening.

Most Japanese companies, hit

by a combination of failing

demand and rising labour and
investment costs, are facing their

third year of falling profits. Elec-

trical retailers are offering huge
discounts on their goods.

The change in strategy in part

reflects official guidance. Miti
has been urging manufacturers
to trim their often bewildering
array of products to cut costs.

The surveys found that the 10

leading manufacturers of televi-

sions expect to produce 192 differ-

ent types of television this

March, about 10 per cent fewer
than in March last year.

There will be even sharper cuts

in other product ranges. Nine
companies which make video
recorders told Miti the number of

product types would be cut by 25

to 72 in the year to March. The
range of washing machines made
by eight leading companies will

be reduced by about a fifth to 101,

while the number of different

types of vacuum cleaner will be
cut by almost a quarter to 79.

Much more modest cuts are
planned for the range of video

cameras, down 3 to 20 and refrig-

erators, down 9 to 138.

Tbe only consumer electronics

good to have its product range
expanded is the microwave oven.

The surveys found that
although the turnover of prod-
ucts is still rapid, the product life

cycle is slowly being extended to

cut engineering and development
costs.

The average life cycle for tele-

visions has been extended by two
months to 14 months, while the
video recorder life cycle is now
about 12 months, an increase of
two to three months.

Japan's empty offices. Page 4
Trade surplus up sharply. Page 4

Yeltsin in truce talks with rival over crisis
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same time, I tar Tass said that
both men voiced “anxiety over
the possible results” of such a
referendum.

The newsagency quoted Mr
Khasbulatov. during a meeting
yesterday with former US presi-

dent Richard Nixon, as saying
that a danger of dictatorship
loomed and that “only a strength-
ening of the principles of parlia-
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mentarism can help us.” Mr Yelt-

sin and his ministers and advis-

ers favour an executive presi-

dency with a parliament confined

to proposing and passing legisla-

tion.

Although Mr Yeltsin, according
to tbe statement, “came forward
with the initiative of calling an
extraordinary Congress", it is

precisely that forum which has
been the most bitter critic of his

government's actions and of bis
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Policies. The December Congress
forced him to replace Mr Yegor
Gaidar as prime minister with
the more conservative Mr Victor
Chernomyrdin, and only grudg-
ingly agreed to a constitutional

referendum.

The constitutional struggle
takes place against the back-
ground of continuing economic
chaos and mounting pressures to
change the economic course of
the country.
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The price of credibility
While it is helpful to have the Bank of

England’s detailed analysis of UK
inflation, its new report only tells half

the story. Without details of the

Bank's view on the real economy, it is

hard to tell whether it thinks the

benign short term inflation outlook

vrill prove sustainable. Given that out-

put is severely depressed after a long

recession, and that debt deflation is

curbing consumption, it is small won-
der that infla tion is subdued. It would
be more encouraging If the Bank was
confidently predicting strong growth

and low inflation two years from now.
Unfortunately, it seems more likely

that inflationary psychology has not

been broken in the UK. Despite severe

deflationary forces, the underlying
rate remains near the top of the gov-

ernment’s target range. Service sector
inflation, wage rises and bond yields

all reflect cynicism about the pros-

pects of price stability. Importers are

steadily increasing prices to compen-
sate for sterling’s devaluation.

Under the circumstances the govern-

ment’s huge budget deficit is one more
reason to worry- the prospect of infla-

tion eroding the value of debt has

tempted administrations before now.
Perhaps the Budget will provide the

long term fiscal strategy needed to

give the current policy credibility. If it

does not then even the justified expe-

dient of relaxing the full funding rule

might not bring much relief. Even if

the supply of gilts is reduced, long

yields will remain high if the markets
believe that the government has
caught the British inflationary dis-

j

ease.

Bowater
In recent years Bowater has demon-

strated a deft touch in the takeover

game. Its proposed £305m acquisition

of the US-based Speciality Coatings
International appears just the latest in

a string of well-conceived and con-

structed deals. With the addition of

SCI, Bowater will significantly

strengthen its hand in the coated films

and papers market, which boasts high
margins and good growth prospects. It

will continue to drive into higher val-

ue-added markets while disposing of
its commodity-style operations along
the way. Despite sterling's deprecia-

tion, Bowater has achieved a keen
price for SCI, paying just over 14 times
historic earnings, so the deal should
enhance earnings next year.

The company also has scope to

squeeze more juice from Its existing

businesses as yesterday's healthy prof-

FT’SE Index; 2812.2 (-33.7)

Bowater

Share price relative to tfie

FT-A All-Share Index
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With so much .already in the price,

the equity market can not be Mamed
far worrying. The greater danger,

though, is that the long process of

horse- trading between the White
House and Congress leaves the deficit

to grow unchecked. The Federal
Reserve has Indicated a deal an the

deficit might leave room for lower

Interest rates - especially if employ-

ment growth remains sluggish. With-

out a deal the Fed may be more
inclined to send rates higher. On a

prospective yield of less than 2 per

cent, US equities would then look vul-

nerable indeed.

Hanson
90 91 92 93

Sourcac FT Qraphu

its estimates make clear. Add in the

highly cyclical nature of many of
Bowater's markets, and it becomes
easy to justify the company’s heady

premium rating. Even so. shareholders

may begin to blanch at the speed of

progress. Yesterday’s £295m rights

Issue will be the third in four years

bringing the total of equity finance

raised to £770ra. In that time, the
range and complexity of Bowater's

businesses has multiplied greatly. The
market's adoration may cool while

investors convince themselves
Bowater's management really does
have a firm grasp on its recent pur-

chases.

US economy
The slide in US equities following

President Bill Clinton's outline propos-

als for reducing the budget deficit

looks like the response of an over-val-

ued market, income tax increases now
proposed go far beyond the million-

aires tax promised in campaign rheto-

ric. Yet that should hardly come as a
surprise. An energy tax and higher

corporation tax were also bound to be
unpopular. Still, a package which
reduced the deficit by $145bn over 4

years might be expected to shave only

a fraction of a percentage point from
growth.

Wall Street fears that by raising

taxes on the middle class now the
President risks pushing the economy
back Into recession. The big car mak-
ers were among tbe hardest hit yester-

day on just such sentiment. If higher

corporate taxes also lead companies to
rein back investment plans, tbe strong
earnings recovery now factored into

share prices could be cast into doubt.

A healthy scepticism about Han-
son’s low tax charge has In the end
proved justified. While the reasons for

the rise in the tax rate to 28 per cent

arc as opaque as the traditionally law
charge, Hanson Is at least becoming a
more normal company.
The outlook for Hanson's operations

remains gloomy. There is little pros-

pect of robust recovery in UK basic

industries - as lbstock's cut in brick-

making capacity confirmed yesterday.

Meanwhile the fail in base rates wfl] i

cut interest income through the you.
In the US hopes of a large federal

spending package which would benefit

the aggregates business are also fad-

ing. The shares have been buoyed by
the company's overseas earnings and.
cyclical recovery prospects. That pro-

cess cannot go too for, however much
investors are comforted by the 5.8 per

cent yield.

British Airways
Yesterday's third-quarter results

from BA confirmed the extent or the

short-term pressures afflicting the air-

line. But they also hinted at the

long-term promise for shareholders

able to contain their queasiness. The
£80m drop In the quarter's profits

largely resulted from the immediate
impact of the foiling pound and cus-

tomers* continued reluctance to sit at

the dearer end of the cabin.

But sterling's devaluation should
now work in BA's favour as 60 per

cent of ticket sates are made overseas

while only half its costs are incurred

in harder currencies. Firmer evidence

of recovery should prompt a strong

rise in the shares of such a highly
cyclical stock. In that event, however,

BA will probably tap the market to

ease the financial strains of its global

ambitions.

ATTENTION ALL
BUILDING SOCIETYINVESTORS.

PAID GROSS*

• Falling rates are good forUK and International bonds.

• Morgan Grenfell Reserve Assets Bond Fund
aims to pay 8% gross* annual yield.

• It also offers prospects for capital growth.

• Now is the time to unlock your Society time deposits.

Califree 0800 282465 today.
• Estimated gross annual yield based on a Net Asset Value price of IO!.43p as at 4th February
1993. You should rememberthatthe price ofshares and the income from them may foil as well as
rise, and you may not get back the amount you originally invest. Changes in exchange rates
may also affect the value.

Past performance is not necessarily a guide to future returns.

To: Morgan Grenfell Investment Funds Limited, 20 Finsbury Circus, London EC2M iUT,

Please send me details of the Morgan Grenfell Reserve Assets Bond Fund.
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Norske Bank
t®uts loss by 50%

1 Norsks Bank, Norway's biggest bank,
ouncsd a reduction In net losses of almost

[
per cent tar- NKr3.07bn (S450.2m) from
»bn, and warned of heavy job cuts. Mr Ole
1. chairman, said although losses had been

,

Ctffba considered the result unsatisfactory.
‘-Foreign exchange gains doubled but net Inter-

im*®* Income felt to NKr4.675bn from NKr4.810bn.
:f«gel4

LPricse cuts in fashion at Benetton
Italy’s Benetton clothing group
will reveal a 10 per cent rise
in sales in 1992 to about
L2,500bn ($1.59bn). But the

I
upbeat figures will again raise
doubts about how long the
company can continue

|
improving In a worldwide
recession. To improve com-

petitfvenesa Benetton has cut prices by up to
IS per cent Page T5

Electrictty foses its spark
Tenaga NasfonaS, Malaysia’s electricity utility,

was an Instant glamour stock when It was par-
tially privatised early last year. Now local and
foreign investors have become disenchanted
with the company and last week in Kuala Lum-
pur the shares toll 7 per cent Page 15

Fujitsu enters games arena
Fujitsu, the world's second largest computer
company after IBM, has launched a multi-
media video games machine. The new
machine. Marty, plugs directly into a television
sat to display images, graphics and text stored
in a compact disc. Page 16

Salmon price rally cheers some

Scottish salmon farmers celebrating the recov-
ery of wholesale prices from crisis levels do
not include those from Shetland. The wrecking
of the tanker Braer at the beginning of last

month means some 2.5m salmon with a market
value of between £8m ($11 -36m) and ElOm are
likely to be slaughtered in the next tow weeks.
Shetland farmers declared an exclusion zone
over the affected area, from which no fish can
be sold. Page 20

Swiss roll

In January the Swiss bourse saw turnover rise

70 per cent on the month, back up to a level

not seen since early 1990. Back Page
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UK airline blames fall in sterling for decline but other obstacles await, writes Paul Betts

BA profits fall

80% to £20m
in third quarter
BRITISH Airways’ pre-tax profits

fell 80 per cent to £20m ($2&7m)
in the third quarter compared
with £100m in the same period
last year.

The sharp decline was largely

caused by the significant ttepred-
ation of sterling following
Britain’s withdrawal from the
European exchange rate mecha-
nism last September. This alone
accounted for more than half of

the £80m profit fall.

The third quarter performance
was at the top end of City of

London expectations. Analysts
had forecast gaming* between a
£20m profit to a £20m loss. BA
shares dosed 3p lower at 276p.

Although passenger traffic on
scheduled services rose 7.3 per
cent to 6.18m passengers, the
increase foil short of the airline’s

capacity in the third quarter.

Sir Colin Monahan BA chair-

man, also said traffic growth was
concentrated on lower yielding
economy passengers, with
demand for high yielding first
and business da«i Hckafg below
last year's levels.

Passenger yields fell by 4.9 per
cent, reflecting fores wars in the
airline industry as well as the
continuing trend of passengers
trading down from, first and busi-

ness class to economy class.

However, Sir Colin said that

the benefits of the weak pound
were beginning to show through
and “sound progress continues in
the cost reduction programme*.
But he also warned that trading
ramtih'mig remained difficult and
that the fourth quarter was tradi-

tionally the weakest of the year.

Group turnover rose by 45 per
mnt to £L37bn in the third quar-
ter compared with £1.31bn the
year before. Operating profits fen
38l9 per cent to £70m from gmpi
tn the third quarter, while after-

tax profits dropped 5L2 per cent

to £40m from £82m the previous
year. Earnings per share in the
quarter were 5.1p on a fully

diluted basis, down 48 per cent
Pre-tax eamfnga for the first

nine months of the year were 13

per cent lower at £24710, com-
pared with £285m the year before.

After-tax profits for the first nine
mnnttw totalled «nmp«nj
with £234m the year before. Earn-
ings per share were 263p on a
folly dilated basis.

After funding capital expendi-
ture, there was a net cash out-

flow of WSm in the first nnw
months compared with a cash
inflow of £399m the year before.

The group wrote aft £48m of the
cost of taking over Dan-Air, the

former Gatwick-based airline,

against reserves.

Lex, Page 12

Thomson to make
$170m charge for

newspaper disposals
By Bernard Simon In Toronto.

*t-
*

THOMSON Corporation, the
Canadian-controlled publishing
and travel group, is either selling

or closing about one-seventh of

its paid-circulation titles in North
America and severely curtailing

its UK free newspaper business.

Thomson said yesterday that
the planned disposals and clo-

sures will result in a US$l70m
charge against fourth-quarter
1992 earning*, which are to be
published in mid-March. A third

of thp writedown applies to pub-
lishing rights, circulation and
goodwill at the UK free newspa-
per operations, comprising about
70 weekfiea uniter the Herald &
Post title.

Thomson also plans to sell or
dose about 30 of its 23.7 daily and
weekly papers in the US and Can-
ada. The company refused to

identify them, except to say they
are all in small communities.
Citing the steep decline in

advertising during the recession
without the benefit of circulation

revenues, Thomson said yester-

day that "we wQl be Involved to a
much lesser extent in the [UK]
free newspaper business".

The company has not yet
decided, however, which remain-
ing titles will be sold or closed.

Several may be merged into

larger, more
The process hr

units,

to take

up to a year. None of Thomson’s
paid-for UK regional newspapers
will be affected.

Mr Gordon Paul, chief execu-

tive of Thomson Regional News-
papers in the UK, denied, how-
ever, there was any fundamental

change of direction. But he said:

“I do not want to pretend that we
are not going to review our busi-

ness."

Thomson bought most of its

UK community papers in the
1980s when they were making
deep Inroads into the traditional

newspaper market Shoestring
editorial budgets and heavy
advertising by local businesses
ensured strong profits in an
expanding economy.
But file recession and growing

competition from other media
have pushed the papers into the
red in recent years. Thomson
said that “we don't see any
improvement in the n*ar future".

Thomson, which is 70 per cent-

owned by Mr Ken Thomson, son
of Lord Thomson of Fleet posted
net earnings of US$244m in the
first nine months of 1992 on reve-

nues of US$4.6bn_

Thomson shares lost 38 emits
to C$14 in eafiy trading on the
Toronto stock exchange yester-

day.

Skandia to suspend
dividend after 20%
fall in net asset value
By Christopher Brown-Humes
(n Stockholm

SKANDIA. the leading Swedish
insurance group, is suspending
its dividend for the first time in

its history, after a foil In Us net
asset value for the third succes-

sive year.

The group said yesterday that
its net asset value at December
31, 1992, was estimated at
SKrllAbn (SlAbn), down 2Q per
cent from SKrl4_4bn the previous
year, and down nearly 42 per cent
from SKrlS.Tbn in 1989.

Skandia has paid a dividend
every year since it was founded
in 1855, with the 1991 payout
totalling SKr4 per share. The
company yesterday declined to
comment on its future dividend
policy.

The group's shares fell SKrS to
SKri09 yesterday.
Skandia said a sharp foil in the

value of its Swedish and foreign
property portfolios was one of the
main reasons for the decline in
net asset value last year.

It also blamed losses associated
with its 48 per cent stake in Sven-
ska Kredlt and Its 26 per cent
bolding In International Credit,

two credit insurance operations
which collapsed in 1992.

A final factor was the impact of
Hurricane Andrew in the US,
which pushed up claims costs
and ted to a sharp deterioration

in the group’s international
insurance result.

Mr Bjorn Woiratfa, chief execu-
tive, said the group would con-
tinue with its reorganisation,
which has’ already seen it dis-

close plans to halve its interna-
tional non-life reinsurance
operations over two years. He
said it planned a further concen-
tration of its international busi-
ness operations.

“The reorganisation which we
are now In the process of imple-
menting, coupled with falling

interest rates, makes me believe
that we have the possibility to
achieve growth once again in the
net asset value ofthe shareholder
operations in 1993,” Mr Wolralh
said.

He added that the group’s Nor-
dic operations were performing
well and lower interest rates and
rising share prices were improv-
ing the returns of the Swedish
gfamdfa Ufa activities.

Skandia will announce its pre-
liminary result on March 18. In
tbs first half of 1992, the group’s
management operating result
was a SKr636m loss.

T he . squalid story of
intrigue, and dirty tricks
againsi Virgin 'Atlantic

has kept British Airways in the
headlines this year. But after
reporting an 80 per cent drop in
its third quarter pre-tax profits,

the amphaxfa^ypyterftey nMftwl tn

how the wotiS*s
"
favourite" and

most profitable afrWw* is «npng
with the current harsh realities

of the industry.

Although the foE in profits was •

not as bad as- some had '

anticipated, it raises the possibil-

ity that tha corporate darling of
the Thatcher yearsis losing some
Of its glammnr.

Sir Colin Marshall, who took
over as chairman from Lard King
thi? month, hlamad nmrfi of tha

fell in gwrfifat on depreciation
of sterling. But BA has not
escaped the fierce fens wars that
axe cutting afrfineprofit margins,
and the down-trading,which haa
gppn first anri business pas-

sengers moving down the cabin
to cheaper seats.

On the phis side, BA expects
the benefits of the weaker pound
on Its tntpmatfojwj revenues to

show through in rnmrog1 mnnthu

Sterling’s devaluation had an
almost Instantaneous negative
offtv-t on half thg airline’s operat-

ing costs, while the foreign reve-

nue benefits will show through
later because most tickets axe
booked in advance.
The atritna continues to have

one of the strongest balance
sheets in the industry; it operates

in profit at a time when most of
its competitors are swimming In
red ink ("I think the most impor-
tant thing is that we made a
profit,” Sr Cohn said yesterday);

It has invested heavily In other
atdinee to strengthen its global

reach; it continues to cut costs;

and it believes it will be In a
strong position to take advantage
of the recovery when it comes.
But for all tMa

, the 1990s are

Hkely to be a fundamentally dif-

ferent decade for BA compared
with tire 1960s. BA was among
the first airWnpg fo address the
problem cf costs and to introduce
aggressively the commercial
techniques of retailing. It was
also the first to recover from the
Gulf war -crisis. But now Lord
Efog has gonOqpdwi%h{m pet

some of ‘

which
risks being former eroded by

British Airways
finds the glory
days are over

po&tical reaction to the Virgin
affair.

B4 and Virgin are still trying

to comelo a.settlement and bury
the hatehet for good. The saga
has teft scars on BA's Image and

ota
at BA’s property mainte

nance department, which sur-

faced test weekend, have not

helped clear the atmosphere "It

suggests that management con-
trols are not all they are made
(nit to be,” said one analyst
. Although the airline industry
hn« traditionally lived through
"boom^md.bas^c9cteSi foeraJA.
no guarantee that foe eventual
.upturn la the frurreht cycle.i

he as robust asmrevtoub ones.

structural change is taking place

in the revenue outlook for the

industry* says Mr Chris Tarry,

aviation analyst at Klelnwort
Benson. “There Is likely to be
continued pressure on revenues

and fere yields are unlikely to

recover fully when the cycle

comes up again."

BA’s competitors, which were
slow to react during the last

decade, are now also scrambling

to cut costs and stitch up interna-

tional alliances to strengthen

their market presence.

BA is also absorbing a series of

investments in other airlines,

friftfoding USAir, Qantas, the for-

mer operations of Dan-Air, as

well as some smaller European
airline ventures. With Dan-Air,

the challenge will be to turn loss-

making activities at London's

Gatwlck airport Into profit The
first step has been to convert the

Gatwick-based European
operations Into a lower-cost air-

line. All these operations have

been grouped at the airport's

North terminal and last week BA
launched a £4m (35.74m) market-

ing campaign to promote it

As for the investments in

Qantas and USAir, the
benefits will not be

immediate and could take as long

as one or two years to emerge,

according to some analysts.

Moreover, the new Clinton
administration, under intense

pressure from the big three US
carriers (American Airlines,

United Airlines, and Delta Air
Lines), may try to block the

USAir deal. The question Is

whether BA will be able to take

full advantage of the access it

will gain into USAir’s domestic
network in America without hav-
ing to give up some ground at its

Heathrow base to other US carri-

ers. "1 cant see BA’s protection

under the existing US-UK avia-

tion agreement lasting for ever,"

the head of a large European air-

line has said.

A further sign of foe new com-
petitive pressures feeing BA
came yesterday from the airline's

current bite now. Mr Richard
Branson said he would step up
his challenge to BA at Heathrow
by starting a service to New

. York’s Newark airportat the end
of next month, adding a fourth

L

long-haul destination; out of BA’s
bdntehase.

CGIP seeks higher CarnaudMetalbox stake
By Alice Rawsthorn fn Porte

CGIP, the French bolding company,
confirmed tt is considering raising its stake
in CarnaudMetalbox, the packaging com-
pany,. by buying shares from MBCaradon,
the UK budding products group, but stressed

that tt would not buy all of MB-Caradon’s
25.3 per cent holding.

Pechiney, the French state-controlled pack-
aging group, has emerged as a potential pur-

chaser for another part of the MB-Caradon
stake. Mr Jean Gandois, chairman, said
Fdchiney could "not remain aloof* from the
situation.
MB-Caradon announced qn Monday that tt

ninmmrf to seek shareholders’ permission to
sell its stake in CarnaudMetalbox. CGIP
already owns 254) par cent of CamaudMetel-
box and has pre-emptive rights over MB-Car-
adan's shares. The Cornell des Bourses de
Valours (CSV), the market watchdog, yester-

day stipulated that- if CPUS raised its stake

by more than 7 par cent tt would be forced to
mount a full hid for CarnaudMetalbdx. CGIP
said there was “absolutely no question” of a
foil bid.

MB-Caradon hopes to secure shareholders’
approval to sell Its CarnaudMetalbox hold-

ing, valued yesterday at £5Q5.5m (3725m), at

an extraordinary general meeting on March
4. There is speculation that MB-Caradon has
already lined up a potential purchaser.

Hanson rises

to £236m on
boost from
disposal
By Maggie Urry fen London

PRE-TAX profits at Hanson, the

Anglo-US conglomerate, rose tn
its first quarter from £226m to

£236m (3338m). However, the fig-

ure was boosted by a £20m dis-

posal profit and currency move-
ments, and underlying profits fell

10 per cent
The biggest surprise in the fig-

ures, covering the three months
to December 31. was an increase

in the tax rate from 17.7 per cent

to 27.5 per cent. As a result, earn-

ings per.share In the quarter fell

10.3 per cent to 3.5p. That, and a
downbeat statement from Lord
Hanson; chairman, took 4p off

the shares to 250p.

Mr Martin Taylor, vice-chair-

man, said the higher far charge
was. “almost entirely down to

additional advance corporation
tax". Last year the group moved
to quarterly dividends, and as
only two payments were made in
the year instead of four, there

was a one-off benefit in reduced
ACT. That Is now being reversed.

Analysts surmised that the
fright than expected tax rate
meant UK profits were weaker
+inm budgeted, giving main-
stream corporation tax against
which ACT can be offset The
quarterly dividend is also slightly

higher at 2A5p compared with
2.75p a year ago, though the same
as the last quarterly dividend
announced In December.
Turnover rose 102 per cent to

£24Jtm. Pre-tax profits included a
£20m profit on the sale of Weber
Aircraft, for 375m, announced in
October. Excluding these, profits

would have been saifim. Had the
previous year’s pre-tax profit
teen translated at the end-De-
cember exchange rate it would
have been £240m.
Lex, Page 12; Details, Page 18

December 1992

Z-Landerbank Bank Austria AG

has purchased a minority stake in

Bankhaus Lobbecke & Co KG
an affiliate of

Cassa di Risparmio delle Provincie
Lombarde SpA

who has increased Its stake in

Z-Landerbank Bank Austria AG
and purchased a minority stake in

Bank Austria a.s. (Praha)

r The undersigned acted a&financial advisor to
Z-LSnderbank Bank Austria AG arid assisted in the negotiations.

Salomon Brothers
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Framatome declines to FFr900m
By Alice Rawstfiom in Faria

FRAMATOME, the state-
controlled French nuclear reac-

tor group, yesterday reported a

fall in net profits to just over
FFr9QQm (81W.6m) last year
from FFr980m in 1991 because
of the continuing contraction

of the nuclear reactor market.
Mr Jean-Claude Leny, chair-

man. told Les Echos, the
French financial newspaper,
that, In spite of the Call in prof-

its, Framatome had performed
better than expected last year.

The group experienced a sharp
fall In sales to FFrl2.5bn in

By Neil Buckley In London

BOWATER, the packaging and
industrial films group, said
yesterday it was buying Spe-
cialty Coatings International,

the US coatings company, for

S434m, increasing its strength
in the coated films and papers
market
The deal is being funded by a

£295m, one-for-six rights issue
- Bowater's second In less

than a year - but was wel-

comed by the stock market. Its

shares gained Sp to 493p, com-
pared with the Issue price of
400p.

Mr David Lyon, chief execu-
tive, said the business offered

By Alice Rawsthom

SYNTHELABO, the French
pharmaceuticals company that

belongs to the L’Oreal cosmet-
ics group, is expanding its

interests in the UK by taking

full control of Lores Pharma-
ceuticals.

Lores, which was formed In

1983 to market Synthdlabo’s
products in the UK. specialises

in the development of cardio-

vascular and central nervous
system drugs. Until now it has
operated as a joint venture
between Synthelabo, with 51
per cent holding, and Searle,

the US drugs company which
owns 49 per cent of the shares.

Synthelabo is buying Searle’s

interest for an undisclosed sum

1992 from FFrM.2bn in 199L.

Framatome received a sub-

stantial nuclear order, Its first

for some time, at the start of

this year and late last month
won a $l20m steam generator
replacement contract from
Asco of Spain for its

Fraraatome-Slemens consor-
tium.

However, Mr Ldny warned
that 1993 would be more diffi-

cult than 1992 because of the

continuing economic pres-

sures.

He said he did not envisage a
recovery until 1994.

Mr Leny was concerned that

“real complementarity. It is a
huge strategic gain for us".

He added that the acquisi-

tion was expected to enhance
earnings this year, and would
increase Bowater's annual
sales of coated films and
papers to £500m, or 25 per cent
of annual group turnover. It

would add to Bowater’s capa-

bilities and give it access to

fast-growing markets.

SCI was formerly part of
James River, the US paper
group, but was acquired in a
Leveraged buy-out by a group
of New York investors in 199L
SCI specialises in precision

coatings of specialist films and
paper for the imaging.

and will run Lorex with Dela-

lande. the French laboratory
that it bought in late 1991. The
Delalande acquisition followed
six weeks after the purchase of
Delagrange, another French
laboratory. The two deals
formed part of the expansion
strategy pursued by Synthel-
abo under L'Oreal ownership.

L'Ordal has been expanding
Synthelabo in order to reduce
its reliance on its traditional

cosmetics interests and to add
to its expertise in research,
which plays an increasingly

important part in product
development within the cos-

metics market.
Synthelabo was one of the

contributors to L’Ordal's
strong performance last year.

Framatome’s position in China,

one of the few buoyant mar-

kets for nuclear reactors, could

be imperiled by the row
between France and China
over the sale late last year of

60 Mirage 2000-5 fighter jets to

Taiwan by Dassault, tbe

French state-controlled aircraft

maker.

The Framatome chairman
told Les Echos that French
companies "have not yet

stopped paying” for the dam-
age to Smo-French relations.

However, there were signs this

week of an improvement when
Alcatel, the telecommunica-

graphlc and computer indus-

tries.

The rights issue will be in

two stages, as the deal is condi-

tional on US approval under
anti-trust legislation. The
unconditional first stage will

raise £96m, while the second
Instalment is due to be Issued

between March 23 and Novem-
ber 10, depending on US
approval.

Bowater raised £333.5m from
a rights issue last March to

fund acquisition of the packag-
ing businesses DRG Packaging
and Cope Allman.
News of yesterday's deal was

accompanied by better-than-ex-

pected estimated results for

By Christopher Brown-Humes

ENSO-GUTZEIT, the Finnish
pulp and paper group, cut its

1992 loss after financial items

to FM190m ($35. lm) from
FM950m a year earlier as net
sales rose 10 per cent to
FM1024bn.
“Increase in sales volume

and higher export revenue as a
result of the devalued Finnish
markka were the main reasons
behind the growth," said Mr
Jukka Harmdla, Enso chief
executive.

The group benefited from
lower wood prices and from
increased productivity at its

mills and within central
administration.

However, the group's recov-

tlons equipment division of

Alcatel-Alsthom. the state-con-

trolled industrial group that

owns 44 per cent of

Framatome, won S400m of con-

tracts in China.

• Alcatal Alsthom saw net

sales rise to FFrl6l.65bn in

1992 from FFriSO.OSbn in 1991.

The group said it had suffered

from the strengthening of the

franc after the autumn cur-

rency crisis.

The level of orders was virtu-

ally stable at FFrl66bn last

year, against FFrl65.3bn in

1992, showing an unaudited
£147m pre-tax profit - an 485
per cent increase on 199L
Turnover is estimated to

have risen to £1.57bn from
£l.27bn, while earnings per
share, excluding exceptional

items, rose to 25.1p. from 185p.
Bowater is forecasting a final

dividend of 6.65p, making a
total of 115p. an increase of

ll.l per cent.

The company said trading in

the fourth quarter had been
“rather ahead" of expectations,

and the performance had been
maintained in January.

Lex, Page 12;

Observer, Page ll;

People, Page 8

ery was held up by lower
prices for many products in the

face of continuing industry
overcapacity. Its deficit was
exacerbated by FM80m in

exchange rate losses for financ-

ing items.

The group’s operating profit

was FML63bn, or 155 per cent
of net sales. Asset sales pro-

duced extraordinary profits of
FM55Gm, leaving the group
with a profit of FM360m before

adjustments and taxes, com-
pared with a FM515m loss in

1991.

The group said FM300m in

exchange rate losses on foreign

currency loans connected to
the unfinished Enocell pulp
mill project had been entered
against the project

Huhtamaki
improves

63% to

FM399m
By Christopher Brown-Humes
In Stockholm

STRONG demand and the

benefits of rationalisation led

to a 63 per cent increase In

1992 profits at Huhtamaki, the
Finnish confectionery, phar-

maceutical and packaging
group.

The group increased its

profit after financial items to

FM399m ($73-3m) from
FM245m, as operating earn-
ings climbed 41 per cent to

FM56lm and net sales rose 9
per cent to FM6.58bn from
FM6.03bn. The dividend is

being increased to FM3.2Q per
share from FM2.70, reflecting

72 per cent growth in earnings
per share to FM 11.07.

A farther Increase in pre-tax

profits is anticipated In 1993
with sales expected to exceed
FM7bn,
Mr Timo Peltola, chief exec-

utive, said; “HnhtamakTs prof-

itability has unproved to a

new level earlier than envis-

aged. Key products enjoyed a
strong demand despite tight

market conditions, while con-
solidation and rationalisation

programmes boosted profit-

ability in each business sector

above targeted levels."

Finland accounts for less

than 20 per cent of Huhtamak-
i’s sales, so the group was a
beneficiary of the sharp weak-
ening of the markka during
1992. The Leaf group, one of
the world’s top 10 confection-

ary producers, saw operating
profits rise 31 per cent to
FM3l2m as net sides climbed

18 per cent to FM356bn.
The Leiras pharmaceutical

unit lifted operating earnings

by 77 per cent to FMl48m on a
10 per cent increase in net
sales to FM744m.
• The Finnish banking sec-

tor’s combined credit losses

will be about FM20bn this
year compared with about
FM21bn in 1992, the Finance
Ministry said in an economic
forecast, Reuter reports from
Helsinki

“The number of bankrupt-
cies will stay very high and
banks' credit losses [in 1993]

are likely to remain at last

year's level or about 20bn i

markka," the forecast said.

1991.

Bowater expands in US coatings sector

Synthelabo takes control Deficit at Finnish paper

of UK chemicals group unit reduced to FM190m

Den Norske Bank cuts

loss by 50% to Nkr3.1bn
By Karen Fossil hi Oslo

DEN NORSKE BANK.
Norway’s biggest bank, yester-

day announced a reduction in

net losses of almost 50 per cent

to NKr3.07bn ($450-2m) from
NKr6bn a year earlier, and
warned of heavy job cuts later

this year.

Mr Ole Lund, DnB’s chair-

man, said that although losses

had been cut he considered foe

bank's result unsatisfactory.

DnB’s improved operational

performance was helped by
substantial foreign exchange
gains which doubled to
NKrl.OSbn last year from
NKr55lm in 1991. However, net

interest income, fell to

NKi4.675bn from NKrLSIObu.
Group operating income

increased to NKr2.69bn from
NKr2.lbn while credit losses

fell to NKr4.85bn from
NKrt.780bn.
DnB was forced to charge

1992 accounts with a NKi815m
loss on assets compared with a

Oce drops
OCE-VAN DER Grlnten, the
Dutch copier and office

systems maker, said net profit

for foe .full year 1992 fell 14 per

cent due to foe weak economic
climate and unfavourable cur-

rency exchange rates, AP-DJ
reports from Amsterdam.
The company said net profit

for the year slipped to FI 875m
($48m) from FI 1005m a year
earlier.

The company said it was
pressured by greater competi-

tion, lower margins, and a
strong guilder.

Meanwhile, net profit per
share fell 16 per cent to

FI 5.49m a share from FI 658 a

year ago.

Oce said a dividend totalling

FI 2.25 per ordinary share,
unchanged from 1991, would be
paid.

Sales Increased 3 per cent to

FI 2.66bn from F1258bn. This

growth was due in part to a
broader range of goods, which
Oce had been building up over
previous years to broaden its

market share.

Oce noted that weakness in

the US market had an unfavor-

able impact on Oce Office

charge of NKr631m in 1991.

The bonk explained the write-

off was mainly due to loss pro-

visions for Scandinavian Bank-

ing Partners, a consortium in

which it participates with Swe-
den’s Skandlnaviska Enskilda

Banken and Union Bank of

Finland.

The group reduced net oper-

ating losses to NKr3.058bn

from NKrS542bn in 1991. DnB
said that non-performing loans

had increased to NKrll.SGbn
from NKri0.2bn during the

course of 1992. and that by the

end of the year it had repos-

sessed property valued at

NKr2.74bn and spent nearly
NKr2bn on finance and
operations costs for non-per-

forming assets. "Although loan

loss provisions are on the way
down, foe road to recovery is

still long for the Norwegian
corporate customer sector,”

said Mr Finn Hvistendahl,
chief executive. According to a

survey undertaken for the

bank, an estimated 415 per

14% to FI
Systems, its US division.

Although Interest income
from leasing activities rose 52

per cent, to Fi 72.9m from
FI 475m, that increase was In

part offset by higher financing

costs, which rose 6 per cent to

FI 825m from FI 785m.

BP Oil Espana, the Spanish
unit of the oil company British

Petroleum, has agreed to sell

NEWS IN BRIEF

30 per cent of Productos Quimi-
cos del Mediterraneo SA (Pro-

quimed), its chemical subsid-

iary to Ube Industries, the
Japanese industrial group.
AP-DJ reports from Madrid.
The sale will take place this

year. No financial details were
given.

Proquimed is Spain's sole

producer of the chemical cap-
rolactam. used in malting syn-

thetic fibers.

Ube Industries Is a world
leader in caprolactam produc-
tion, BP Oil Espana said. It

acquired Proquimed in 1991.

Allianz, the German Insurer,

cent of Norway's 88,199 compa-

nies. or some 36,400, suffered

an operating loss or broke even

In 1991
An estimated 17.4 per cent

operate with zero or negative

equity capital, the survey

revealed.

DnB’s figures were weakened
significantly by foe UK opera-

tions, which increased net

losses by more than throe-fold

to NKrtSSm from NKr207m as

credit losses nearly doubled to

NKrfilTm from NKr335ra.

DnB said its shipping busi-

ness operated at about
break-even in 1992, but credit

losses by the sector rose

sharply to NKr393m from
NKrlTSm in 1991.

Prior to last year, the bank's

shipping operations had gener-

ated annual operating Income
of an estimated NKr500m.
Group operating expenses were
reduced by NKr566m to

NKr4-763bn in 1992 and assets

were pared back to NKrl87.9bn

from NKrl955bn in 1991.

87.3m
said its expansion plans would
be focused on east and south-

east Asia in geographic terms

and on lifting its position in

industrial insurance, Reuter
reports from Munich.
“We want to expand our.. .

basis in Asia,” Mr Henning
SchuIte-NoeUe, the managing
board chairman, said. Allianz

has subsidiaries in Japan, Sing-

apore, Hong Kong, Indonesia

and Thailand. “But that is not

enough," he said.

Ericsson, the Swedish tele-

communications group, has
bought 30 per cent of the
shares in Lndelec, a Spanish 0
mobile phones and transmis-

sion equipment maker, Reuter

reports from Stockholm. No
financial details were dis-

closed.

Telefonica de Espana, the
Spanish state telephone
company which owns 30 per

cent of Indclec, will have to
sell its stake by 1995 to comply
with European Community
rules.

Ericsson would then proba-

bly be able to increase its

stake, according to Ericsson.

This announcement appears as a matter of record only.
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Cummins forges
diesel engine link

with Komatsu
By Andrew Baxter

CUMMINS ENGINE of the US
and Komatsu, Japan's biggest
construction equipment group,
yesterday announced agree-
ment in principle to establish a
co-operative business relation-
ship In diesel engines.

.
The deal is one of the most

important recent link-ups in
the diesel industry, and. repre-
sents the first significant
cooperation between a western
diesel engine producer and an
integrated Japanese user and
producer of engines.
The announcement raised

questions among observers on
which company would be gain-
ing most from the arrange-
ment, and which of Cummins'
plants would be affected.
But Mi Henry Schacht, Cum-

mins' chairman and chief exec-
utive. said the deal was both
mutually beneficial and a "logi-
cal extension of the pressures
being exerted on diesel engine
producers and end-users.” It

was a deal, he indicated, that
would not have been contem-
plated 15 years ago.
The diesel engine industry

has been spending heavily to
produce engines that comply
with increasingly tough emis-
sions regulations.

The two companies said yes-
terday they would “apply their

technological expertise to the
joint development of high-
quality engines able to meet
the standards of tomorrow's
diesel engine industry".

Cummins and Komatsu have
had links since the 1960s. The
Japanese company was a Cum-
mins licensee before it devel-

oped its own engines in the

1980s, while Cummins already
supplies engines to Komatsu in
the US, Latin America and part

or the Japanese company's
European production at Birtley

in the UK.
But the latest relationship,

which has been under discus-

sion for several years, goes
much deeper- The companies
plan to review their product
lines, eliminating areas of
redundant investment and
reducing costs by unifying cer-

Henry Schacht: deal is a
logical extension for Cummins

tain engine models and promo-
ting combined production.
As a first step, the two com-

panies are considering produc-
ing Cummins' small B series

engines in Japan, to be
installed in Komatsu equip-
ment or sold by Cummins in

its regional markets.
They are also considering

producing a large Komatsu
engine at an unnamed Cum-
mins facility with distribution

planned through the Cummins
network. In the UK. Cummins'
Daventry plant would appear
to have the best chance of get-

ting the work.
Mr Schacht said both compa-

nies would benefit by being
freed from the need to develop
these engines. For Cummins,
the deal offers increased vol-

umes to support its technical
spending and local production
In Japan, while Komatsu gets

access to Cummins' diesel

engine expertise.

Mr Allan Rawnsley, a UK-
based consultant, said Cum*
mins had spent heavily to com-
ply with emissions regulations.

The deal with Komatsu was a
low-cost route to replacing the

ageing 28-litre Vee-form
engines, currently made only
in India.

The two companies said the
new relationship would lead to

joint ventures in Japan and the

US. They hope to reach a defin-

itive agreement later this year.

Placer Dome benefits

from output increase
By Bernard Simon In Toronto

PLACER Dome, the Van-
couver-based gold producer,
more than countered a lower
gold price last year with pro-

ductivity improvements at Its

mines hi north America and
rising output from low-cost

properties in Papua New
Guinea and Chile.

Net earnings from continu-

ing operations were USSlllm,
or 47 cents a share, compared
to a 5242m loss, or S1.02 a
share, in 1991. The 1991 loss

was due to hefty writedowns

totalling $344m on various min-

ing assets, notably the Mt
Milligan property in British

Columbia.
Revenues rose to $1.09bn

from S1.02bn. Long-term debt

was cut to S69m at the end of

1992 from 5250m a year earlier.

Cash and short-term invest-

ments currently total 5477m.
Placer's share of gold output

at its mines totalled 1.95m
ounces, up from l.68m ounces
in 1991. Average cash produc-

tion costs fell by 17 per cent to

5186 per ounce, offsetting a 7
per cent drop in the average
price received.

Placer has interests in 17

mines in north and south
America and Australasia. The
biggest producer last year was
its 30 per cent-owned Porgera

mine In Papua New Guinea,
where Placer's share of the

output totalled 445,500 oz at a

cash cost of 592 an oz. Porgera

also accounted for the biggest

increase in output in 1991.

The company announced
that Mr Robert Franklin is

replacing Mr Fraser Fell as
non-executive chairman.

Price cuts are back in fashion at Benetton
The priority is to increase sales through international expansion, says Haig Simonian

I
TALY'S Benetton clothing

group will announce a 10

per cent rise in 1992 sales

when the group's results are

revealed next month. Sales will

be about L2,500bn ($1 .61bn) on
earnings which will have
remained static at worst
But the upbeat figures will

again raise doubts about how
long the company, never shy of

publicity, can continue raising

turnover and earnings at a
time of worldwide recession.

In spite of tbe downturn in

consumer spending. Benetton's

profits should at least equal
the net L164.8bn made in 1991.

in the first half of last year, net

earnings climbed by 6 per cent

to L92JJbn on a 69 per cent

sales rise to LU233bn,
The expected increase In

profits has triggered hopes of a
higher dividend, already
boosted last year by L5Q a

share to L30Q. In 1991, share-

holders were shocked when the

company halved its L500 a

share payout to generate extra

cash at a time of continuing
sharp growth.
Last year’s dividend rise

restored confidence in Benet-
ton's payout policy. “Now
we've established this good
relationship, it's important to

maintain it," hints Mr Luciano
Benetton, managing director.

Tbe company’s priority is

still to increase sales by
expanding internationally. It

has just opened its 7,047th
store, this time in Cuba. Inter-

nationally remains the compa-
ny's But early indications for

this year suggest even Benet-

ton's sales growth could be
turning more sluggish.

Turnover growth has fallen

below last year's 10 per cent

Lndano Benetton: anticipates

better sales later in the year

level. “But we hope to pick up
in the second half," says Mr
Benetton.
Benetton has cut prices by

up to 15 per cent this year in

order to improve competitive-

ness. The price cuts vary
between markets and seasons.

While price tags in Italy have
hardly changed, prices in
France, Germany and the US
will be between 6 per cent and
10 per cent lower.

The decision to cut prices

was made six months before

the lira left the exchange rate

mechanism last September and
before the landmark agreement
in July between employers and
unions to abolish Italy’s “scala

mobile" (wage Indexation sys-

tem). Both were windfalls for

many Italian manufacturers.
“We acknowledged our mar-

kets were becoming more diffi-

cult," says Mr Benetton. “So
we tried to improve the appeal

of our products by cutting
prices."

The strategy has been con-

ducted without putting profits

at risk, he claims. Internal
costs have been squeezed. "We
have frozen our costs for the
past two years and expect to do
the same in 1993." Lower bor-

rowing has helped too by
reducing interest charges.

Benetton has been sending a
similar pricing message to its

hundreds of independent sup-
pliers although Mr Benetton
denies the group has
demanded lower prices. He
does admit, however, to having
looked askance on suppliers

pushing for price rises.

Highly-geared suppliers have
been treated with particular
caution, 'on the grounds that

companies facing heavy inter-

est charges are unlikely to be
pricing as keenly as those with
more solid balance sheets.

Mr Benetton acknowledges
that last year's “scala mobile"
deal and the lira devaluation
provided unexpected benefits.

The two developments have
given Italian exporters an edge
after years of declining compet-
itiveness.

T he labour agreement
“came oat better than
we had budgeted,” he

says. And the devaluation of

the lira, which has fallen by
about 20 per cent against the

D-Mark, has greatly enhanced
competitiveness. Meanwhile,
recession and oversupply mean
important raw materials, such
as wool and cotton, have not
gone up in price in spite of the

lira's ML says Mr Benetton.

Exchange-rate factors will

only come through fully In the

1993 accounts, although there

will be some limited effect this

year, he says. In spite of the

Benetton
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recession, he remains confi-

dent about the year ahead.
Sales of the spring-summer

1993 collection, already ordered

by retailers, have exceeded lev-

els for same season in 1992 -

even excluding the additional

small orders that filter through
later in the season. Based on
such indications, Mr Benet-
ton's expects turnover to rise

by 7 to 8 per cent this year.

But even Benetton has its

problems. Plans to expand in

Russia, where there are now 10

of the group's stores, have
gone adrift due to the severe
slowing of production at the
Armenian factory set up to

supply the new shops.

Matters are as gloomy In the

US, where Benetton is still

struggling to find the right

niche and pricing for its goods.

Such difficulties have led to

heavy losses and closures. The
store network has been cut to

around 300 units from a peak
of 700 in 1987.

Mr Benetton admits the com-

pany's clothes are “too expen-
sive" in the US. "We have the

image of being more or a lux-

ury good there."

Theoretically. Beuetton
should be isolated from such
problems. Under its store licen-

sing system, it is the retailer,

rather than the manufacturer,

which bears the burden of pric-

ing policy in the high street -

Benetton's job is done once
retailers buy its collections.

However, Mr Benetton admits

the group has been hurt by the

bankruptcy of several US
outlets.

“With the lira having fallen

to LI.500 against the dollar, I

think we now have a chance
with products made in

Europe." he says. “We feel very

comraited to this market."
Benetton's bruises in the US
have given it vital, if costly,

experience in one of the
world's toughest retailing mar-
kets. “And that experience
comes in very useful else-

where," Mr Benetton adds.

Honeywell profits at

$29m on flat revenues
By Alan Cane

HONEYWELL, the US elec-

tronics and controls group, saw
final quarter net profits slip to

S29m from 5102.6m in the same
period a year ago. Earnings per
share fell to $0.21 from 50.73.

The company said its fourth

quarter figures included a
S3.lm loss on early redemption
of debt. Revenues In the quar-
ter were essentially flat at

51.7 lbn.

For the full year, the com-
pany reported profits after tax

down to 52469m from 5331,100.

Earnings per share were £1.78

compared with 52.35 in 1991.

Revenues fell slightly to
S6.19bn from S6.22bn. Honey-

well said net earnings were
affected by an S8.6m charge for

early redemption of 51809m of

long-term debt.

The full year figures also
included a S85.1m or SO.162 a
share after-tax charge for the

costs of restructuring three
business segments.

The full-year figures include

S171.4m or $194 a share after-

tax gain from the settlement of
patent disputes with a number
of camera companies.
The company's income has

been boosted on several occa-

sions over the past year
through the settlement of

patent disputes involving an
automatic focusing technology
invented by Honeywell

AT&T takes $7bn charge
By Patrick Harverson
In New York

AT&T, the US communications
and computer group,
announced yesterday that it

will take a $7bn charge in the
first quarter of this year to

comply with a new standard of

accounting for the post-retire-

ment health benefits of

employees.
The size of the charge was at

the high end of the company’s
own forecast, which had origi-

nally put the post-tax liability
of the accounting change at

between S5.5bn and S7.5bn.
However the announcement
had no discernible impact on
AT&T’s share price, which fell

5% to 553/4 in a broadly
weaker stock market
AT&T said that the account-

ing change would have no
effect on its present and
future retirement health bene-

fits. nor would It affect the

company's cash flow, its

long-term earnings objectives

or its ability to pay for divi-

dends, research and develop-
ment and capital expansion
programmes.

Profits up at

Coca-Cola
bottler
By Laurie Morse In Chicago

COCA-Cola Enterprises, the
world’s largest bottler of Coca-

Cola products, reported an
increase in operating income
in the fourth quarter,
although special charges and
other considerations led to a
per share loss.

Operating profit, excluding
required accounting charges,
rose to S181m, up from an
adjusted 5121m a year earlier.

For the year the operating
profit came to S725m exclu-

ding one-time special charges,

up from S667m. Fourth quarter

sales were S1.3bn, up from
Sl-2bn. For the year, sales

were barely changed at S5.1bn,

compared with S5bn.

The bottler, 44 per cent
owned by the Coca-Cola Com-
pany, underwent extensive
restructuring in 1992, trim-

ming administrative staff and
decentralising operations. It

said the weak US economy and
unusually cooL wet weather,
cut soft drink demand.
Mr Sommerfleld Johnston,

chief executive, said: “We view
a 9 per cent increase in cash

operating profit as tangible
evidence of the company's
progress."

Abitibi-Price turns in

heavy loss for year
By Bernard Simon In Toronto

LOSSES at Abitibi-Price, the
Canadian forestry group,
almost quadrupled last year as

a result of the severe slump in

the newsprint and other paper
markets.
•The loss from continuing
operations was C$200m
(5160m), or C$291 a share, up
from C558m, or 86 cents a
share, in 1691.

The company also reported a
lass of C$19m last year from
businesses which have been
classified as discontinued
operations, compared to a
C$l89m loss in 1991.

Despite an increase of almost

10 per cent in sales volumes,

revenues were almost
unchanged at C$1.7bn.

Abltibi said that discounts in

the north American newsprint

market narrowed towards the

end of the year, but this was
offset by weak prices for

uncoated groundwood papers
and softer overseas newsprint

markets.

It warned that earnings from
overseas would continue to be
depressed by heavy over-sup-

ply and currency devaluations

in Europe.
On the other hand, a price

increase was planned for north
America on March 1. and oper-

ating rates at Canadian mills

were expected to rise by 2 to 3
per cent this year.

Metall buys Minnova
By Robert Gibbons

METALL Mining, tbe Canadian
mining arm of Germany’s
Metaligesellschaft group, Is

buying out the 499 per cent

minority holding in Minnova, a
Canadian exploration and
development company, in a

deal worth C51l5m (US$90.8ra).

Metall will offer one of its

own shares and C$4 cash for

each Minnova share it does not
own. At Monday's market price

for Metall, the offer is worth
about C$16.12 per Minnova
share, representing a premium
of about C$2 over the market
price of Minnova shares. Metall

also assumes C565m of Min-
nova convertible debentures.

Metall bought 50.4 per cent

of Minnova from Noranda for

C$131m in October.

Bronfman
units cut

dividends

by half
By Bernard Simon
in Toronto

EDPER Enterprises and
Pagurian, two leading holding
companies in the business
empire controlled by Toronto's

Bronfman family, have cut
their quarterly common sham
dividends in half.

The cuts reflect a thinning

stream of dividend Income and
shrinking cash resources In

the upper layers of the Bronf-

man group.
Several operating compa-

nies, most notably in the prop-

erty and financial services sec-

tors, have reduced their
common dividends in the past

year. Bramalea, a property

developer, has halted pre-

ferred dividends.

Edper, which is Mr Peter

Bronfman's top public com-
pany, is reducing its dividend

to 20 cents a share from 40

cents. Pagurian, the main
vehicle for the Bronfmans'
senior managers to participate

as shareholders in the group,

has cut Its dividend to 7.5

cents from 15 cents.

Mr Edward Bronfman,
brother of Mr Peter Bronfman,

has a minority Interest of 19

per cent in Edper.
The top Bronfman compa-

nies have also lost an impor-

tant source of dividend income
with last week's sale of the

group's 38 per emit stake in

John Labatt. the brewer.
Labatt has recently contrib-

uted about C$32m (525.3m) a
year to Brascan, its immediate
holding company.

CP buys out

container

service partner
By Robert Gibbons
In Montreal

CANADIAN Pacific, the
transport, resources and
industrial holdings group, has

bought Compagnie Maritime
Beige's 43 per cent stake in

their joint venture Canada
Maritime - the container
shipping service which oper-

ates between Montreal and
several European ports.

The price of the deal was not

disclosed, but CP also acquired

two older container vessels

from CMB.
Canada Maritime was

formed by CP and CMB in 1984

in a broad consolidation of

north Atlantic container ser-

vices following the severe
1982-83 recession.

Container rates hit new lows
last year but north American
shipping lines have pushed
container rates up by 10 to 15

per cent and this has improved
returns.

Eastbound traffic is firming,

say shipping sources, but west-

bound is still very' depressed.

The Canada-Europe con-
tainer service will continue to

be dominated by Cast North
America and Canada Mari-
time, now folly owned by CP.

Sparkle goes out of glamour stock
Kieran Cooke reports on Malaysia’s partially privatised power utility

W HEN Tenaga Nas-
ional, Malaysia’s
electricity utility,

was partially privatised early

last year, it became an instant

glamour stock.

Within hours, shares were
changing hands at nearly dou-

ble the initial offering price of

MS4.00 (USS1.70). Tenaga
quickly became Malaysia's big-

gest listed company, with a

market capitalisation of nearly

MS30bn tUSSll.4bn), account-

ing for more than 20 per cent

of total stock market value.

But the lustre has gone out

of Tenaga. Both local and for-

eign investors have become
disenchanted and on the Kuala
Lumpur stock market last

week the sliares fell 7 per cent,

reducing the total market
value of the company from
M$28.35bn to MS26.4bn.

The reasons for Tenaga 's

decline range from acts of God

to management deficiencies

and political in-fightlng.

Things started to go wrong on
September 29 last year, when
the lights went out through

most of peninsula Malaysia.

Power in many areas was
restored only after several

davs. Preliminary estimates of

industrial losses due to the

blackout came to more than

MS200m. Mr Sarny Veilu. the

energy minister, blamed the

power failure on a freak light-

ning strike - an “act of God”.

Not everyone, and that

includes some government
ministers, was satisfied. While

about 25 per cent of Tenaga is

in private hands - with a fifth

of that controlled by foreign

fund managers - the company
Is still under the control of the

ministry of finance.

Critics say Tenaga is still

bureaucratically run, with lit-

tle accountability in many
areas and too much govern-
ment Interference. The com-
pany also finds itself caught up
in high-level political argu-

ments between Mr Veilu and
other cabinet ministers.

There has been anger that a

full report on the September 29

blackout has still not been
made public. Recent nervous-

ness about Tenaga has been
caused by renewed blackouts

in many areas.

But the company says that

essential maintenance and
building work means that a

certain amount or power shed-

ding will continue for another

year. It says peak demand in

Malaysia's fast growing econ-

omy has been greater than
anticipated and has called on
heavy industrial users to

adjust working hours to off-

peak periods.

This suggestion does not
seem to have gone down well

with industrialists or with
some members of the govern-

ment. Mrs Rafidah Aziz, who.
as minister of trade and indus-

try, deals with foreign inves-

tors in the country, describes

as “intolerable" the number oF

complaints she has received.

“Tenaga's current perfor
mance is not up to the mark,"

she says.

Rafidah Aziz: number af
complaints 'intolerable'

A system of rebates has been
proposed to compensate indus-

trialists. But some companies
say they are investigating legal

action against Tenaga. Most
worrying for Tenaga and its

future prospects have been
suggestions that other compa-
nies be invited to participate in

running the national grid, now
solely in its hands.
Independent power produc-

ers have already been invited

to build, operate and own a
number of power stations in

Malaysia. Tbe first such proj-

ect. a joint project between
National Power of the UK and
a local company, is due on
stream by 1995.

Analysts point out that Ten-
aga has good prospects - if

present difficulties can be over-

come and if tbe government

does not decide to drastically

limit the scope of its activities.

Tenaga made pre-tax profits of

M$1.41bn in the year ended
August, 1992, up from M$702m
previously. It has gained not
only from the massive Infusion

of funds from its partial priva-

tisation in May last year but
also from the appreciation of

the Malaysian dollar against
the US dollar, which has
resulted in a reduction in the

company’s dollar loan portfo-

lio.

Tenaga has entered into sev-

eral projects with UK compa-
nies; it is likely to benefit sub-
stantially from the fall in the
value of sterling, particularly

in the purchase of high cost

electricity generating equip-
ment
Tenaga is confident that

once the present problems are
overcome, medium and long
term prospects are bright.

“Tenaga is a good investment
in the long term,” says Dr Ani
Arope, Tenaga's executive
chairman. “In a rapidly indus-
trialising economy like Malay-
sia's it is even more attractive

because electricity demand has
not peaked and will continue
to pace the GDP growth for

many years ahead."
But public and government

patience is wearing thin. “Hie
power crisis is a priority for

the government." says Mrs
Aziz. "If Tenaga cannot meet
demand, then the private sec-

' tor will have to come in. Ten-
aga will have no more monop-
oly of electricity supply."

HMC MORTGAGE NOTES 4 PLC

El50,000,000
Qua A

and

£9,000,000
Class B

Mortgage Backed Boating Rate
Notea due July 2021

Notice Is hereby given ttrat for the

Interest Period from February
IS, 1993 to May 17. 1993 Hie

Class A Notes and Class B
Notes mil carry miareal rates ot

6.43% and 7.15% respectively.

The interest payable on the nst-

evant interest payment data. May
17, 1B93 lor the Class A Notes win

be Ei.603.10 and tor the Class B
Notes mil be E1.78Z.S0 per
El00 .000 nominal amount

By : Hu Ctatt Mentattan Bank, NJI.

London. Agent Bask

February 17, 1993

VITAMIN LTD.
SgrfosA

US 537,000,000

Secured Floating Rate Notes 1993

Interest Panad 17th FebniBiy 1883

Bo 17lh August. T9S3

Interest Raw 3.69063* par annum
Interest Payment due
17ih August. 1933
per US 3100.000 Now US 51.90329

Nippon Credit Intel national Limited
London

Agent Bank
17th Febiuary, 19S3
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. ALBERT FISHER FINANCE N.V.

NOTICE OF ANNUAL GENERAL MEETING
Notice Is hereby given lhai the sennit genon I meeting of ALDEKT FISHER
FINANCE N.V. (the "Company'*) will be held it IS Piaermaii, Curasao, at 10:00 ajn.

local time on February 24, 1993.

The mooing is being called to preson and adopt the balance sheet and the profil ind

loss account for ihe year Ended 31 August 1992 and lo conduct certain other routine

business.

The agenda of the meeting is deposited for the shareholders Tor inspection it ibo alTico

of tbe Company at IS Picuamaai. Curasao.

By Older of

The Board of Managing Oiractort

Charles Schwab is your direct
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Service designed for the independent investor
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Savings on commissions

To receive a free brochure on

Schwab's products and services, just
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55 South Audlqy Street

Mayfair, London W1Y 5FA
United Kingdom

FAX 44-71-400-0799
Ckarln R. Scitnab
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Counity Postal Civil-

Cali toll-free:

France — 05 90 81 03
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Kawasaki Steel

warns of loss due

to US shake-up

Fujitsu launches multi-media games machine
By Mlchlyo Nafcamoto

In Tokyo

FUJITSU, the world’s second largest

computer company after International

Business Machines, took a bold first

step into the consumer electronics mar-
ket with the launch yesterday of a
multi-media video g?rnpg machine
The new machine, which is a multi-

media CD-ROM player, plugs directly

into a television set to display images,

graphics and text stored on a compact
disc.

It will also play conventional CDs and
comes with a Soppy disc drive to dis-

play material compiled on a PC.
The new machine, which goes on sale

in Japan this month and wSl be known
as Marty, marks a diversification for

Fqjitsu into the highly competitive con-

sumer electronics market
It also reflects the blurring of borders

between the computer and consumer
electronics industries with the spread of

digital technology.

Computer manufacturers in the US
and Japan have been working to
develop multi-media technology, which
combines data, graphics, text, video and
sound, not only as an added feature for

PC users but as a means to enter the
consumer market
Dataquest, the high technology con-

sultancy, expects the multi-media mar-
ket to be worth $L6bn by 1996.

For Fujitsu, the move Is a logical step
after the launch of its multi-media PC,
FM Towns, four years ago.
The consumer machine will cun soft-

ware for FM Towns In addition to titles

which will be launched specifically for

the new consumer machine. Fujitsu

plans to have 300 software titles avail-

able by the aid of March and 400 by the
end of the year. It alms to sell 200,000

of the new machines in the first year.

However, Fujitsu’s foray into the

home entertainment and education

market feces substantial hurdles.

The market already appears crowded,

with Nintendo and Sega, the video

games manufacturers, maintaining a
firm grasp on the hearts and minds of

young games players. The two compa-

nies have a distinct advantage over

newcomers in the large number of

Installed machines and the popularity

of their games titles, and have been

moving aggressively into new software

developments such as games using real

film footage.

Meanwhile, other companies, such as

Philips, the Dutch consumer electronics

manufacturer, and Tandy of the US
have launched their own CD-based
multi-media entertainment machines
that aim to provide more than video

Fujltsu does not have any experience

of marketing consumer products. The

company has set up a consumer prod-

ucts division in its personal business

department, and plans to market the',

new machine not only in electronics

and computer stores, but also through

retailers such as department stores,

supermarkets and electrical goods

stores.

Although Fujitsu has attempted to

differentiate its new machine from con-

ventional video games machines by

emphasising its educational potential,

there is little evidence to suggest that

the appeal of educational material could

provide a strong boost to sales.

For Fujitsu, the move is a gamble, in

the six months to September 1992; ft

posted its worst results, turning In a

loss of Y7£bn (?62m) on a consolidated

basis against a profit of Y30.9bn

previously.

Scitex ahead 22% on strong sales growth

By Charles Leadbeator

In Tokyo

KAWASAKI Steel yesterday

warned that it was heading for

a consolidated loss this year,

mostly because of difficulties

with its US joint-venture.
Armca SteeL

The warning underlines the

mounting costs which Japa-

nese manufacturing companies
face from their aggressive

expansion in the late

1980s.

Most of Japan's leading steel

makers formed joint ventures

in the US in the second half of

the 1980s, partly to supply Jap-

anese car manufacturing
plants which were being set up
in North America.

The US steel industry wel-

comed the injection of Japa-

nese capital and technology to

help them out of a structural

crisis. During the late 1980s,

low interest rates in Japan
meant many Japanese compa-
nies were able to raise funds

for international expansion
extremely cheaply.

By Charles Laadbealor

STRONG pharmaceuticals
sales helped Sumitomo Chemi-
cal bo a 28 per cent increase in

consolidated profits before tax
in the year ended December,
the company reported yester-

day.
However, on an unconsoli-

dated basis, pre-tax profits foil

63.6 per cent to Y8.9bn
(S74.lm). the third successive

annual decline-

overall unconsolidated sales

fell by 11 per cent to
Y634bn.
Sales of basic chemicals,

which account for about 60 per

cent of overall sales, foil by
13.4 per cent
Aluminium sales dropped by

2L1 per cent
Sumitomo Chemical's consol-

idated income before tax rose
to Y4£L2bn from Y3L2bn.

However, it is now thought
that most Japanese steelma-
kers are losing heavily on their

US joint ventures, which have
required substantial invest-

ments in technology and man-
agement to compete effectively

With lOW COSt minl-millfi -

Kawasaki Steel, which is

engaged In an extensive

restructuring of domestic
plants, said it expected to

make an after tax loss of Y29bn
(5240m) for the year ended
March. It made a net profit of

Yl4bn In 1991-1992.

The company's unconsoli-

dated pre-tax profit is expected

to fall 66 per cent to YlSbn on
sales of Yl,320bn, down 4.2 per
cent
The consolidated loss is

mainly doe to the cost of

restructuring Armco Steel, a

joint venture with Armco, the

US steel maker.
The joint venture declared

an extraordinary loss of 5300m
after writing off some of its

production facilities in an
attempt to modernise produc-

tion and reduce costs.

Net income fell by 19 per
cent to Yl6J3bn.

Net sales fell by 6 per cent to

Yl,018bn.
However, a 19 per cent drop

in basic chemicals, mainly pet-

rochemicals supplied to the
rest of Japanese manufactur-
ing, was largely offset by a 8
per cent growth In sales of spe-

ciality chemicals and pharma-
ceuticals.

Operating income was mar-
ginally lower at Y53.7bn, com-
pared with Y54.2bn the year
before.

The growth of the comp-
any’s speciality chemicals
division was mainly
due to a 21 per cent
growth in sales of its pharma-
ceuticals.

Sales of fine chemicals were
also up largely through sup-

plies to other pharmaceuticals
producers.

Japanese

corporations

downgraded

by Moody’s
By Robert Thomson In Tokyo

THE senior ratings of

Mitsubishi Corporation and
Marubeni Corporation, the

leading Japanese trading
houses, were downgraded yes-

terday by Moody’s Investors

Service, the ratings agency.

Moody’s said both corpora-

tions took on extra risk

through diversification pro-

grammes in the late 1980s.

Mitsubishi’s rating was low-

ered from A03 to Al, while

that of Marubeni was down-

Shinroku Horohashl: solid

progress under bis leadership

graded from A2 to A3. This

means both companies retain

investment-grade ratings. But
the downgrading may mean
they face slightly higher costs

in raising new funds.

The downgrading of Mitsubi-

shi comes as a surprise in

Japan. Under the stewardship
of Mr Shlnroku MorohasbU its

chairman, it is regarded as one
of the country’s most solid

institutions, although net prof-

its are expected to be halved
for the year ending March.
Moody’s suggested its core

trading business had been
eroded through increased com-
petition, prompting Mitsubishi

to diversify into satellites,

cable television, and a broad
range of direct investments.

Similar observations were
made about Marubeni, though
Moody’s noted the downturn
in international property had

its development and
construction businesses.

By HughCamegy
In Jerusalem

SCITEX, the Israeli maker of

colour electronic pre-press

systems, yesterday reported a
net profit of 51f£3m in 1992, a

22 per cent increase over the

previous year, as strong
growth in both the US and
Europe took sales to 5550m.
Although profit growth was

less than in the three previous

years in percentage terms, the

results further entrenched Sri-

By Kevin Brown in Sydney

AMPOLEX, the Australian
energy group, yesterday
announced a 114 per cent
increase in net profit to

AS29.8m (USS20m). largely

thanks to revenues from the

Kutubu oilfield in Papua New
Guinea.
Ampolex said operating

profit increased by 207 per cent

to AS67.5m in the six months
to the end of December,
reflecting a 100 per cent
increase in sales of crude oil to

a record fen barrels.

Net profit was reduced by an
increase in tax payments from
A$8m to A$37.6m, mainly as a
result of exposure to higher tax

tex, which is traded on the
New York over-the-counter
market, as the star of Israel's

successful high-tech industry.

Mr Giora Bitan, finance
director, said demand for Set-

ter's range of computerised
products for the publishing,
printing and graphic design
industries had grown despite a
second year of low or negative
overall growth in the compa-
ny’s main markets in north
America and western Europe.

He said half of 1992 sales

rates in PNG, where the group
paid tax of AS28^m.
Revenue increased from

ASSSm to AS23K3m, reflecting

the group's 16.46 per cent share

of Kutubu output and revenue
from the resale of oil pur-
chased from other Kutubu pro-

ducers.

Ampolex said Kutubu pro-

duction is expected to rise to

an average of 120,000 barrels a
day in toe second half, com-
pared with 114,000 barrels in
December and 99,000 barrels

over first six mouths.
The group said gas produc-

tion for toe period rose by IS

per cent to ibn cubic feet, due
mainly to higher output from
its US interests.

were to new customers. The
trend of ungrading technology

in these sectors was not
exhausted.

Scitex said fourth-quarter

sales of 5153m were 31 per cent

ahead of the same 1991 period

and almost one-third were
accounted for by products
introduced in 1992.

Over the year, sales to the

"mid-range'' market of small,

print bouses, a key growth tar-

get, reached $@8m, compared
with S25m in 1991.

By Philip GawHh
In Johannesburg

SAMANCOR, the South
African chrome and manga-
nese ore and alloys producer,

yesterday reported a 27 per
cent fall in attributable net
profits to RUO-Sm (535.5m) for

the six months to December.
Earnings per share tumbled

31 per cent to 59 cents. The
company is halving its divi-

dend to 20 cents a share.

Mr Hans Smith, managing
director, said no ferrochrome
producer was making money at

current prices. Samancor's
ferrochrome operations were
running at about 40 per cent of

installed capacity, he added.

International. Paper of the US
bought an 21 per cent stake In

Scitex during the year for more
than 5200m. This helped leave

Scitex with a year-end cash
balance of 5325m. Mr Bitan
said he was actively looking

for further acquisitions-

He said Leaf, the US maker
of photo-scanning and trans-

mission systems, bought for

535m last year, had made a sec-

ond-half loss which knocked 4
cents per share off Scltex's

fourth-quarter earnings.

Although Mr Smith is keen

to stress -the success of the

restructuring and the healthy
state of Samancor's balance
sheet - available cash
resources stand at about
R500m - the figures tell a
grim story.

Adjusted to take account of

the Middelborg Steel acquisi-

tion, turnover declined by 11

per coat to R930.9m and pre-tax

profits fell by 72 per cent to

R7L4m. taking in a R42m one-

off retrenchment charge
The real trouble for Saman-

cor came on the ferrochrome
ride, where large volumes of

distress sales from the CIS and
former eastern bloc countries

played havoc with the market.

NZ Telecom
plans to shed

5,000 jobs
By Terry Hall in Wellington

TELECOM Corporation of New
Zealand yesterday reported a

9.7 per cent improvement in

third quarter net profit to

NZ$1 2 ira (US965m) and
announced a redundancy and
restructuring programme
aimed at shedding about

5,000 jobs.

Mr Roderick Deane, chief

executive, said that Telecom,

which is 68.2 per cent owned
by Bell Atlantic and Amert-

tech of the US, was on target

to report improved earnings

for the full year, despite

redundancy costs of N2$350m,
The redundancy costa, which

will be treated as an abnormal
Item, are part of a restructur-

ing over the next four years

that will cut staff numbers
from 12,600 to 7,500.

Net earnings for the nine

months ended December, were

5.3 per cent higher at a
NZI305Bm, For the whole oT

T

last year Telecom's net profits

totalled NZ$4(&3m.
Mr Deane said that the

restructuring was designed to

rationalise the company’s
structure by combining Its

four operating companies into

one. It would also substan-

tially improve service quality

and reduce operating costs.

Operating profits in the

quarter were reduced slightly

from NZ$1.91bn to NZ$lB4bn.

Pharmaceuticals behind

advance at Sumitomo Oil boosts Ampolex
profits to A$29.8m

Samancor turns in

27% fall at halfway

JJ WE WORKED

SUCCESSFULLY

IN 1992. 99

Good judgement, a careful assessment of risk, and a

solid approach to the tasks at hand were the guiding

principles for our activities within the difficult economic

setting of Bsca) 1992. Top priority remained for us the

quality ofour business, a rewardingpolicyas we benefited

from the opportunities available in the market.

Important to us In 1 992-espectalty in view of the future

European dimension of the banking market- was to

strengthen performance In our core businesses. In this

respect, we traditionally set high value on the qualifi-

cations aito lndfridurilrttiadve ofour staff atall levels in

the bank.

The success of our good work In 1 992 Is reflected in the

following preliminary financial highlights:

m2*
1991

DM billion DM billion

Balance Sheet Total (Group) 57.0 55.2

Balance Sheet Total (Bank) 52.7 51.1

ReceWaWes 37.6 3BJ

liabilities 27.6 24.3

Debentures 18.6 21.1

Equity 14 i.i

‘pifettantem

Undesbank Rhelnland-Pfelz

D-0500 Mainz 1

p.Q. Boxmn
Grasse Blefche 54-50

Telephone |6I3J) 13d
Landesbank Rheinland-Pfalz
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FINANCIALTIMESCONFERENCES

RENCEWORLDPHARMACEUTICALSCONE

London, 8 & 9 March 1993
This topical conference - the fourth is a well received series - will examine the

challenges facing pharmaceutical manufacturers in a changing economic
climate and consider how the industry is responding to the need to balance
ethics with business interests and to win both political and public confidence.

Speakers include::

Professor Dr Dr Emst-GOnter Afting
Hoechst AG

Mr Thomas B Cueni
Interpharma

Mr Robert E Cawthom
Rhone-Poulenc Rorer

Dr Giampaolo Zambeletti
ELLEM Industria Farmaceutica sri

Dr Franz B Humer
Glaxo Holdings pic

Dr Frank L Douglas
Marion Merrell Dow Inc

Dr Max Link
Sandoz Pharma Ltd

Mr Alain Audubert
Pasteur Merieux

Mr H&kan Astrom
Kabi Pharmacia AB

Mr David Friend
Zeneca Pharmaceuticals

Mr Frederick Frank
Lehman Brothers

Mr Henry Wendt
SmfthKline Beecham pic

A FINANCIAL TIMES CONFERENCE
in association with:

Coopers
&Lybrand and Pharmaceutical Business News

WORLD PHARMACEUTICALS
CONFERENCE

D Please send me conference details

PI Please send me details about exhibiting at the

conference

Financial Tunes Conference Organisation
102-108 Cterkenwell Road, London ECIM 5SA
Tel: 071-8149770. Tlx.27347 FTCONFG.
Far. 071-873 3975/3909
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' INTERNATIONAL CAPITAL MARKETS

Kingdom of Sweden to join the rush for global issues
NEW INTERNATIONAL BOND ISSUES

Bonroww
US DOLLARS
CrMit Lyoimaisfatf

Amount m. Coupon %

100 (a)

Ptfe*

100

Ueturity

Mar. 20C3

Fee*

0.5/0^5

Book manor

Kiddar Peabody Im.

YEN
Japan Airlines Company
Japan Airlines Company

40bn
20bft

4.6

46
101 .728

101.72S
Jun.1998
Mar.lBW

1.875/1J
1.B73F1.8S

NAko Europe
Yamaiehi Im. (Europe)

Canadian"dollars
Province at Oueb«c(b)
European Investment flan*

IJKbn
360

tb|

7.5
(b)

101.1
Jan^023
Mar.2000

05/0.17
2/1.7

M.Lyncft/ ScoUaMcteod
Salomon Brothers Int

GUILDERS
Finance lor Dant3b Industry 150 7 100.25 Mar2000 1/0.825 De NIB

SW8S FRANCS
Nteeehi House ttuJustTyicfc* e& 3.73 100 Mar.1997 . J Henry Schroder Bank

Final terms and non-callable unless stated. •Private placement. §Convert)Me. tttoming rate note, a) Coupon pays B-month
Libor - 0.23%; minimum 5%. maximum 9.25% b| Global issue. Priced today to yield 90-01bp over the 9.75% 2020/21
Canadian Government bond. C) Semi-annual coupon. Final terms Ipred on 22/2/S3. Reft*Ing Clause: conversion price can be
ad/usted downward on 28M/95 by a maximum of 20%.

By Antonia Sharpe

THE international debt market
is braced for a further
onslaught of global deals
today, when the previously-
announced yen issue for the
World Bank is expected to he
launched.

INTERNATIONAL
BONDS

The World Bank Is widely
expected to raise between
Y200bn-Y250bn through a 10-

year deal priced to yield 25 to
26 basis points above the
benchmark Japanese govern-
ment bond No 145.

Meanwhile, the Canadian
province of Quebec's first

global bond offering, a 30-year

deal raising a larger-than-
expected C$1.4bn, was
launched late yesterday. The
Issuer had said it would be
raising a minimum of CSlbn.
Of tbe total amount raised.

C$i50m was placed with the
Caisse des Depots, tbe Quebec
government pension fund.

which an official at the joint
lead manager. Merrill Lynch,
said was a typical feature. He
also confirmed market talk
that the bond was practically
sold out before its official
launch.

Quebec's issue is due to be
priced today to yield 90-91 basis
points above comparable Cana-
dian government bonds, in line
with market expectations.

The Kingdom of Sweden
Joined tbe rush yesterday
when it announced that it

would be launching its first

global bond in the near future.
Syndicate managers expected
the US dollar deal to be
launched this week.
This offering will almost

complete the country's
SKr230bn ($31bn) foreign bor-
rowing programme which was
announced Late last year. To
date, SKr200bn has been
raised.

Officials at Morgan Stanley
and Salomon Brothers, which
have been appointed as joint
lead managers and book run-
ners of the Swedish offering,

said the issue was expected to

raise around $2bn. Both the
Canadian province of Ontario
and the Republic of Finland
have raised S3bn through
global offerings in the past.

Some syndicate managers
said they expected the Swedish
deal to be priced to yield 45-47

basis points above 10-year US
Treasuries, though others said

the pricing was more likely to

be pitched in tbe low to mid-
40s range.

Mr Staffan Crona, director-

general of the Swedish
National Debt Office, said that

after this deal, Sweden would
continue to borrow in the for-

eign debt market but not as
heavily as In recent months.
He added that half of the

funds raised to date in the for-

eign debt market have been
used to shore up the Swedish
central bank's foreign
exchange reserves and the

remainder has been used to

finance the country's budget
deficit

in the current fiscal year,
ending June 30. the Swedish
budget deficit is forecast to be
SKr200m but is expected to
narrow to SKrl60bn in the next
fiscal year.

Elsewhere, the current fash-

ion for narmriian dollar bonds
continued as the European
Investment Bank raised

CS350m via a seven-year deal

priced to yield 27.5 basis points

over the Canadian government
bond yield curve.

Syndicate managers said the

EIB’s deal had gone well con-

sidering it had been pitched at

an area of the yield curve
where there is little natural

demand - there is no bench-
mark seven-year Canadian gov-

ernment bond, for example -

and in view of its ungenerous
pricing.

All the recently-launched
Canadian dollar Eurobonds
have had maturities of three,

five or 10 years, so the seven-

year area stood out as the obvi-

ous gap, syndicate managers
said.

There were reports in the
afternoon that the European
Investment Bank was going to

launch a EcuSOOm seven-year

Eurobond today. The bank's
president, Mr Emst-Gunther
Broder, said in Lisbon that the

EIB planned to issue up to

Esc70bn worth of escudo Euro-
bonds in 1993, following a suc-

cessful EsclObn offering two
weeks ago.

Meff cuts fees

to compete with

Liffe contracts
By Tracy Corrigan

THE BOARD of Meff, the
Spanish Financial Futures and
Options Exchange in Barce-
lona, yesterday announced
plans to cot fees and extend
trading hours on its Spanish
government bond futures con-
tracts.

Trading in three-year and
10-year bond futures on Meff
will be extended by more than

an hour each day, and fees

reduced to a fixed level of
Pta75 (63 cents) per contract
side - a 70 per cent reduction
from average 1992 levels.

The move comes in response
to a decision by the London
International Financial
Futures & Options Exchange
(Liffe) to launch a 10-year
Spanish government bond
future next month, in competi-

tion with Meff. Mr Jose Luis
Oiler, MefTs chief executive,

responded fiercely to Liffe's

plans, when they were
announced earlier this month,
saying that the rival contract

would split liquidity and seg-

ment the market

PSDR data spark switching into long-dated paper
BENCHMARK GOVERNMENT BONDS

Coupon
Rad
Date Price Change Yield

Week
to

Month
to

AUSTRALIA 10.000 ions 109.9961 4-D.1X7 6.47 676 695

BELGIUM 0.000 03/03 106.7300 - 7.71 7.71 7.71

CANADA' 7.293 06/03 97.1500 0.150 7.65 7.86 795

DENMARK 8.000 05/03 949500 -0.150 STB 676 6.44

FRANCE 8TAN &SOO 03/97 102.0104 •ro.oaa r.ag T.TB 775
OAT BJOO 11/OS 104.5300 + 0200 791 790 7.74

GERMANY 8J00 07/02 106 8500 + 0400 6.08 798 7.09

ITALY (2.000 06/02 96.4000 -0215 1X07T 1297 1X42

JAPAN No 119 4£00 06/M 1039683 4-0951 491 4.03 493
No 145 SJjOO 03/02 1089953 + 0918 4.18 494 4.36

NETHERLANDS S250 0002 1009600 + 0460 695 a.98 7. ID

SPAIN 10.300 DOTS 9X8000 +0950 11.44 119S 12.07

UK GILTS 7J50 taw 102-07 -2732 6.74 864 751
9.750 08/Q2 112-04 + 7/32 793 897 641
&000 10/09 105-16 + 15/32 837 899 893

LB TREASURY -
8.250 02/03 104-23 -19/32 593 833 654
7.125 02/23 lOOOO •16/32 7.12 790 7 36

ECU (French Govt) cons 1025560 +0.130 8.10 697 8-22

London doting, 'denote* New York rooming aaesion Yields: Local mortal standard
t Grass annual yield (including withholding las at 12.5 par com payable by non-rwl-
dents.)

Prices: US. UK tn 32nd*. others in decimal Technical Dea/ATLAS Prfca Sources

FT FIXED INTEREST INDICES

Feb 16 Feb IS Feb 12 Feb M Feb tQ ego WBh* Use *

florttoaUK)
RM tom

9595
11199

9595
>1192

95.72

111.18

S495
11056

9595
11065

6647
10192

9595
11199

6511
97.15

Boaia 10ft Government Securities I5/I03R Fined irUeraej MOT.
* tor 1382m Qenramem SacuitUca high stoic* compHsfion. MIM tWU3». ton* *9.15 (3/liTR
Reed bnarate high wnca compilation: 111.69 (18/2/83, low 6053 (1‘1/TS)

GILT EDGED ACTIVITY
Wees* Mi 15 FeO 12 Ml 11 M> 10 Feb 9

m Edied Bvgito 14X2 1562 13&5 1419 1019
6-Oey nwR 148.1 1529 149.7 1558 16X9
* SE ocdvliy ImSoM retaM W4

By Tracy Corrigan in London
and Patrick Harverson
(n New York

THE long end of the gilts

market rallied nearly half a
point yesterday, on better-

than-expected public sector
debt repayment (PSDR) figures

GOVERNMENT
BONDS
in January. Tbe news
prompted switching into long-

dated paper, causing a further

flattening of the curve.

The market had already ral-

lied sharply on Friday, when
the retail price index in the
year to January fell to L7 per

cent
The Bank of England took

advantage of the market’s
strength to issue £l.2bn of 9
per cent stock due 2011 and
£150m of 4

J
/« per cent index-

linked Treasury stock expiring

2030.

The market absorbed the
extra paper easily, taking com-
fort from the fact that the gov-

ernment is now well ahead on
its funding.

ELSEWHERE in Europe,
investors continued to view the

German market as a safe
haven. The spread between 10-

year French OAT and German
bund yields widened to 89 basis

points, from 82 basis points

last week. Dealers said that

although the bund market is

not in a particularly bullish

phase, some nervousness about
the franc, which edged lower
yesterday, is encouraging
investors to switch.

The spread against Danish
and Belgian bonds has also
widened on fears of further

currency tunnofl. The margin
between 10-year German and
Danish bond yields has wid-

ened to 184 basis points, while
the spread between German
and Belgian 10-year yields has
increased to 77 basis points.

US Treasury prices rose yes-

terday on news of President
Clinton's deficit-reduction
plans, although by late morn-
ing they were off their earlier

highs. By midday the bench-
mark 30-year government bond
was up & at 1006, yielding 7.112

per cent. At the short end of
the market, the two-year note

was even firmer, up ’A at 100&,

to yield 4.081 per cent.

The president's televised
address on Monday night, in

which he outlined his propos-

als to cut the deficit, was well

received by the market, which
hopes that the measures will

slow the economic recovery as

well as lower the deficit

Most of file early price gains,

however, were earned in the
strong follow-through from
advances in overseas trading

in government securities, and
by mid-morning New York
time local investors' enthusi-

asm for Treasuries had waned.

• THE government bonds
table includes three new
benchmark issues from today:

a 9 per cent Belgian govern-

ment bond due 2003. a 614 per
cent US Treasury due 2003 and
a 7V» per cent US Treasury due
2023.

Goldman Sachs

gets lead role in

Repsol share sale
By Tom Burns In Madrid and
Richard Waters in London

REPSOL. the Spanish
state-controlled energy group,
yesterday appointed the US
investment bank Goldman
Sachs as global coordinator of

a planned share issue that Is

expected to raise at least

$500m.

The decision to appoint a

separate co-ordinator - hazard
continues to advise on the
overall management of the
transaction - reflects the scale

and complexity of the deal,

which is likeiy to have one of

the biggest international distri-

butions of any share issue this

year.

More than three-quarters of

the shares are expected to be
sold abroad in the first large

Spanish share issue targeted
exclusively at institutional

investors.

Previous privatisation issues

have been sold mainly to retail

investors In Spain, involving
lengthy underwriting periods
and a fixed price for the
shares.

The latest Repsol offer, by
contrast, wifi be the first Span-
ish share sale to be conducted
on the international book-
building model.

The placement, which is

Likely to reduce state-held

equity in Repsol from a &L5
per cent to around 47.5 per
cent, will be divided into five

tranches - Spain, tbe US, the

UK, continental Europe and

the rest of the world. Analysts

believe it will be weighted
strongly towards Wall Street.

The issue is due in the first

half of the year, though the

good market conditions at

present mean that the sale is

likely to be launched early,

perhaps as soon as the end of

next month.
in an attempt to spread the

spoils of the placement among
the domestic banking sector.

Repsol named Banco Bilbao
Vizcaya as joint global co-

ordinator and appointed the

rival big commercial bank.
Banco Central Hispano. lead

manager of the Spanish
tranche.
Banco Santander dc Nego-

cios, Spain's premier merchant
bank, will jointly lead the UK
tranche with S.G. Warburg.
Goldman Sachs co-ordinated

the placement of 26 per cent of

RepsoL's shares in 1989.

It also led a subsequent
major Dotation by Endesa, the

state-controlled electrical

utility.

The renewed business that

Goldman Sachs has won from
Repsol underlines the pre-

eminence that the US bank has
established in major Spanish
deals.

Repsol said that Paribas and
Credit Suisse First Boston
would be joint leaders of the

continental Europe tranche.
Morgan Stanley has been

entrusted with the placement
in the rest of the world, it

added.

Securities industry acts to

safeguard data transfers
By Antonia Sharpe

STANDARDS for trade data
messages, aimed at reducing
the risk of errors in cross-bor-

der transactions, are to be
developed by 21 of the world's

leading securities industry bod-

ies.

At a recent exploratory meet-

ing in Brussels, organised by
the Society for Worldwide
Interbank Financial Telecom-
munication. the group agreed

to set up by mid-year a neutral

standards advisory board rep-

resentative of and visible to

the securities markets world-

wide, as well as a framework to

prevent duplicated or frag-

mented work on standards.

Both bodies will be recog-

nised by the International
Organisation for Standardisa-
tion (ISO) as being designated

by it for the global develop-
ment of securities message
standards.
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RISES AND PALLS YESTERDAY

British Fun*
Other Fixed IntertsL

Commercial. Industrial

Financial & Property -
Oil & Gas
Plantations

Mines. -
Others

Touts —

Rites Falls Same
30 37 9
3 3 9

237 336 346
78 260 458
n 21 52
i 0 7

24 29 86
9 20 87

393 706 1.554
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TRADITIONAL OPTIONS
• First Dealings Feb. 8
• Last Dealings Feb. Ifl

• Last Declarations May SO
For settlement June 1

3-month call rate indications are
shown tn Saturday editions.
Calls in Aberdeen Petrlnu, Aegis,
Allied Radio, ASDA, Bfaiec, Brent

Walker, Burton, Ferranti, Forward
Tedu, Hadleigti, KewRI Systems,
Lonrtio, McCarthy & Stone, Pre-

mier Cons_ Queens Moat Hsea.

and Tadpole Tech. Put in Bfanee.

Doubles in Air London, Burton
and Contain.

FT-SE ACTUAJRIES INDICES

Tile FT-SE 100, FT-SE Mid 250 and FT-SE Actuaries 350 indices and tb£ FT-SE
Actuaries Industry Baskets are calculated by The International stock Exchange
of ibs United Kingdom and Republic of Ireland limited. ® The International

Stock Exchange of tbe United Kingdom and Republic of Ireland Limited 1983. AS
rights reserved.

Hie FT-Acuaries All-Share Index is calculated by The Financial Timas Lim-
ited in conjunction with the Institute of Actuaries and the Paaihy of Actuaries.
* Tbe Financial Timas Limited ism. AH right* reserved.

The FT-SE loo, FT-SE Slid ZSO and FT-SE Actuates 330 Indices, tbe FT-SE
Actuaries Industry Baskets and tbe FT-Actuaries AQ-Sbare Index arc members of
the FT-SE Actuaries Share Indices series which are calculated to accordance
with a standard set id ground rules established by The FtnoneiaJ Times Limited
and London Stock Exchange In conjunction with tbe Institute of Actuaries and
the Faculty of Actuaries.

"FT-SE" and "Footsie" are Joint trade marks and service marks of the London
Stock Exchange and Tbe Financial Times Limited.
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xd adi.

1993
lodate

BritishBommeat

1 Upto5)«ars(23J... 129.18 -0.03 129.22 1.56 1.72

2 5-X5 years (23).. 248.62 +0.21 14831 2.09 2.01

3 0«r 15 years 19) ^ 255.63 +0.41 15531 1.13 L80

4 Irredeemables ( 6)

.

176.64 +0.26 176J9 3.12 0.00

5 All stocks (61). .J14431 +D-16 14435 1.77 1.87

Index-Linked

b Up to S years ( 2).. 283.60 -0.10 183.79 -0.01 1.51
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8 AH stocks (14)... 170.04 -0.11 171.03 0.49 0.96
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AVERAGEGROSS
REDEMPTION YIELDS

Tue
Feb
16

Mon
Feb
15

Year
ago

(approx.)

British Bonmnent
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3 20 years. 8.19 835 9.10
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5 Coupons 15 yea* 836 8.U 918
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7 High 5ywri 7.15 7.14 959
8 Concerns 15 years. 8.63 8.68 9.28

9 111%.

)

20 years 8.71 8.76 9.21
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11 Inflation rate 5% Up tn 5yri. 1.93 149 3.60
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.
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.

8.63 847 10.88

16 Loans 15 years... 9.47 932 1064
17 25y«ars ... 9.68 9.74 10.47
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COMPANY NEWS: UK

Ibstock warns of £27m loss
By Andrew Taylor,

Construction Correspondent

IBSTOCK JOHNSEN. Britain's

third largest brick manufac-
turer warned yesterday tbat it

expects to report a £2?ra pre-

tax loss for 1992 after taking

into account plant closure
costs and other provisions.

The company, which plans to

close up to four of its nine UK
brick plants, intends to reduce

its Final dividend to 0.5p mak-
ing a total ofjust lp, compared
with 6p.

In 1991 Ibstock made pre-tax

profits of ElO.Sm on sales of

£285m. The group's share price

yesterday fell 2p to 47p.

Mr lan Maclellan, group
managing director, said provi-

sions for the period should be

about £28ra. All but £4m of this

would be needed to cover the

cost of the reorganisation of its

LTK brick business.

The group was intending to

close smaller works to concen-

trate production at larger more

Taylor
Woodrow
£56m issue
By Richard Waters

TAYLOR Woodrow yesterday
raised £55.5m through a deben-

ture issue in a rare move by a
construction group to borrow
money through bonds secured

|

on a property portfolio.

The bonds were added to an
existing debenture issue, first

launched in 1989.

The company raised £80m at

that stage, though it later

bought back £35m of the bonds
to record a £7.5m profit

Explaining the decision to

issue more of the long-dated

bonds, which are due to
mature in October 2014, Mr
David Green, finance director,

said: “Historically, these are
the lowest long-term Interest

rates in 25 years. I doubt very

much tbat they will go very

much lower."

The bonds were issued

with a yield of 10.037 per
cent

Institutional investors in the

UK. who buy such bonds to

match future pension or insur-

ance liabilities, would be resis-

tant to buying bonds that yield

less than ID per cent, suggest-

ing that this is a good time to

borrow, said Mr Green.
The money will be used to

repay a sterling eurobond.

economic plants.

About 200 jobs are expected
to be lost by tbe end of this

year as UK brick production

capacity is gradually lowered

from about 300m to about 250m
bricks a year.

Mr Maclellan said that the

closures had been caused by

tbe shrinking of tbe UK brick
market due to the construction

recession.

Ibstock, despite tbe closures,

expected to maintain its UK
market share at about 8 per

cent behind the market lead-

ers, Hanson, which owns Lon-

don Brick and Butterley, and
Redland.
As well as closing smaller

plants the group is increasing
capacity at its Laybrook plant

in Sussex and Us Atlas works
near Aldridge in the West Mid-

lands.

After taking into account
write-downs tbe debt to equity

ratio would be less than 20 per

cent, said Mr Maclellan.

More than a fifth of British

brick plants have closed since

1988 while manufacturing
capacity of tbe industry has

fallen by almost a quarter

according to the Brick Develop-

ment Association.

Even so, tbe industry's

potential capacity to make
3.7bn bricks a year continues

to outstrip sales which last

year fell to just 2J)bn bricks

compared with more than
4.7bn in 1988. The number of

workers employed by tbe

industry since then has fallen

from 14,000 to less than 9,000.

Stocks of unsold bricks in

December totalled l.Sbn,
enough to build 150,000 homes
and equivalent to 30 weeks
supply to the construction
industry.

Mr Maclellan warned that

the industry could expect
another year of pain as stocks

gradually were reduced. He
said this ought to lead to a

better year in 1994 provided the

recent revival in the UK hous-

ing market was sustained.

Brick market

Production

Unsold
stocks

Source ' OevmrtmmTtof tha Envtofmera

Hanson marginally ahead on
‘slow improvement’ in US
By Maggie Urry

LORD HANSON, chairman of

Hanson, the US-UK conglomer-

ate, said yesterday: “As expec-

ted the new year has begun
with lower operating margins
than in the comparable quar-

ter". He said there were “some
signs of a slow improvement in

the US, but it is too early to

say this for the UK".
He was reporting results for

the first quarter of the current

financial year, which showed
pretax profits up from £226m
to £236m, helped by a £20m dis-

posal profit. The group does
not reveal operating profits at

the first quarter stage, but ana-

lysts suspected that interest

receivable was slightly lower

and operating profits were
down.
Recession is still affecting

many of the group's busi-

nesses. However, in the US
Cavenham Forest Industries
was seeing markedly higher
prices for lumber used in the

construction industry. Mr Mar-
tin Taylor, vice chairman, said

prices were 30 to 40 per cent
higher than six months ago.

This could be a leading indi-

cator of an upturn in construc-

tion However, any increase in

demand has yet to work
through to Hanson's aggre-
gates business.

Mr Taylor said another good
sign was that DuPont, the lead-

ing maker of titanium dioxide,

bad removed its price dis-

counts on the chemical which
could help Hanson's SCM sub-

sidiary.

In the UK, profits at Imperial

Tobacco were higher, he said,

but otherwise there were no
signs of "green shoots". The
group's brick and aggregates
operations were not seeing any
upturn in demand yet.

He declined to comment on
negotiations in the US between
the coal industry and miners.

In the US, 44 per cent of the

group's coal mining capacity

has been hit by a strike since

the beginning of this month.
He said a judgment an the case

against Costain over the sale of

Costain's Australian coal min-
ing business, was expected in

the next week or so.

Claremont reaches settlement

with J&J Fashions designer
By Angus Foster

MRS JENIFER Rosenberg, the

clothes designer who built up
J&J Fashions before departing

acrimoniously following tbe

company's takeover by Clare
mont Garments (Holdings) last

year, has reached an out-of-

The Royal Bank
of Scotland Group pic
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court settlement with Clare-

mont.
Under the settlement, Mrs

Rosenberg will receive a pay-
ment of about £100.000 and be
freed from a service agreement
signed when. Claremont bought
J&J. In return, she will remain
bound by certain restrictive

YORKSHIRE
BUILDING SOCIETY

£165,000.000
Floating Rate Notes

Due 1994
(Cumpnang £JdO.OOG.0G(l Floating Roe
Anb«s tiitf 19M issued an IM February

P&) and a further ISS.iXV.OW) Fleming

Raw SoleJ due I9H amrd on Ml June

fVM ccmoU&ed and farming a tingle

stria thaenidt).

In uxunSancu wilh the ttnra and
cuminioos or Lbc Notes, nonce it

hereby given rhai lor die duve months
lountfa p.-rod (com (and iadujingj

UUh R-fafUjry l!»M 10 Onn exuhKfijig)

Pih May 1993 the Notes wn cany a

me of idieron of 6JS per c«u. per

annum. The ndevoni inlcrev payment
due n in be 17ih May ITO. The coupon
amount per £S(UW1 Note will he

£782.38 payable against surrender oi

Coup<n No: 17.

Hambros Bank Limited
Apart Bruik j

covenants signed as part of the

acquisition agreement.
However, the two sides

seemed to disagree yesterday
about the scope of the restric-

tions. For example, advisers to

Mrs Rosenberg believed she
was able to design blouses for

suppliers to Marks and Spen-

cer, J&J’s main customer,
while Claremont's advisers
believed she was not. There
was further confusion as to

whether she could work as a
designer of children's wear and
coats.

Claremont, which is also one
of Marks and Spencer’s main
suppliers, paid £27m for J&J in

June last year. But the rela-

tionship with Mrs Rosenberg
turned sour and Claremont ter-

minated her service agree-
ment, which was due to run for

two years, in October.

I
Pentland

picks up
Berghaus
in Latest

shop spree
By Angus Foster

PENTLAND, the cash-rich
sporting and consumer goods
company, has paid £7m for
Berghaus, the outdoor cloth-

ing and equipment group.

The acquisition was Pen-
tland's first since it pulled out
of talks last October to buy
Adidas, the sports-shoe maker.
Pentland has about £350m net
cash and further small to
medium-sized acquisitions are

expected.

Berghaus, which operates
from two factories near New-
castle upon Tyne, Is the GE
market leader for specialist

mountaineering and hiking
clothing and last year reported

sales of about £20m. Its prod-

ucts are expensive, with some
jackets retailing at more than
£350.

Mr Frank Farrant. Pen-
Hand’s finance director, said

Berghaus* brand name would
be developed and popularised.

“We intend to make it more
accessible to tbe general out-

door enthusiast without
detracting from the brand."
Tbe Newcastle factories,

which employ about 500 peo-

ple, will be retained while Pen-

tland hopes io use its sourcing

experience in the Far East to

lower costs. Pentland, which
owns the Speedo swimwear
brand, also acts as sourcing

agent In the Far East for LA
Gear, the US sports shoe
maker.
Mr Peter Lockey and Mr

Gordon Davison, who founded
Berghaus about 20 years ago,

are leaving the company,
although Mr Davison will

remain as a consultant.

Mr Farrant said: "They
I
think they’ve taken it as Car as

they can. The next stage will

I

take more money and a more
structured organisation
behind it".

The purchase price includes

£3m of bank borrowings. Ber-

|

ghans has net assets of £2m.
The company is profitable

i
after interest costs and should
slightly enhance Pentland's
earnings. Mr Farrant said he
hoped Berghaus’ operating
profit margin, currently about
5 per cent, would improve
towards 10 per cent as turn-

over grew.

The company's main market
is the UK. although it has sub-

sidiaries in Germany and Italy

and is hopeful about growth
from Scandinavia.

Pentland, which earned its

cash holdings from an invest-

ment in Reebok. the US sports

shoe maker, is understood to

be looking at several other
potential acquisitions, both in

the US and UK. But none of

the potential targets are equiv-

alent in size to Adidas, which
earlier this week was sold to a
consortium of investors by Mr
Bernard Tapie, the French
businessman.

A revamped package is

welcomed in the City
Neil Buckley on the changing face of Bowater

B
OWATER’S acquisition rights issue.

of Specialty Coatings SCI. Bowaters latest target, areas with ^ tractive

International was wel- was formerly part of James rag- enp-B
OWATER’S acquisition

of Specialty Coatings
International was wel-

comed by the City yesterday

and marks tbe final phase of

the revamp of the group begun
in 1987.

The group has come to be
seen as a model of how to run

a business in a recession, and
tt says much for its standing

that yesterday’s rights issue -

the second in less than a year
- was greeted by an 8p rise in

the shares to 493p.

The new management which
has transformed the company,
headed by Mr Norman Ireland,

for 20 years finance director of

BTR, the industrial holding
group, decided in 1987 to

reduce its traditional interests

in the paper and packaging
sectors. It moved instead

towards more sophisticated

value-added products, offering

bigger profit margins and
growth potential.

In 1987 it acquired Resham
Corporation, the US packaging

group, and its portfolio of cus-

tom coating and laminates
businesses. Two years Later it

purchased Release Technolo-

gies, the release films and
papers manufacturer.

Having studied the potential

of these businesses, Bowater
adopted a strategy in 1990 of

developing a "critical mass" in

three areas: health care pack-

aging, personal care packaging,

and coated industrial films.

The first two alms were
largely achieved through the

acquisition last March of DRG
Packaging, which supplies spe-

ciality packaging to the food

and healthcare markets, and
Cope Allman, a cosmetics and
pharmaceuticals packaging
group. The purchases were
funded largely by a £333.5m

NEWS IN BRIEF

BURFORD HOLDINGS has
acquired the Crescent Centre,

Bristol, from City Offices for

£800.000 cash.

HADLEIGH INDUSTRIES
Group has been awarded two
export contracts worth £!0m.
Both orders are for 24,000 litre

beam tanks and are from Tran-
saraerica Leasing in New York
and Stolt Tank Containers, the

latter being negotiated through
its UK office.

LIT HOLDINGS said talks were
in progress with a view to the
potential disposal to Spear
Leeds & Kellogg of LIT Amer-
ica, its US subsidiary.

RESORT HOTELS has added
the first associate hotel to the

Resort Network, which now
totals 55 properties. Randell's

Hotel and Conference Centre,

Skipton, Yorkshire, wifi be
marketed and promoted as part

of Resort's National Network I

of hotels. Resort also
announced that Mr Tim Barker
has been appointed non-execu-

tive chairman.

Mrs Fields’ shareholders

left with just the crumbs
Peggy Hollinger looks at the background to the
financial restructuring of the US cookie maker

PUBLIC NOTICE

NOTICE PUBLISHED BY THE SECRETARY OF STATE UNDER SUB-SECTIONS 8(5) AND 10(6) OF
THE TELECOMMUNICATIONS ACT 1984

The Secretary of Stale hereby gives notice at follows.

1. He proposes to grant to Vodafone Limited (’the Licensee") a licence under the

Telecommunications Act 1984 ("the Act”) ta run telecommunication systems throughout
the United Kingdom. The licence will he fora period of 25 years subject to earlier

revocation in specified circumstances.
2. Tlte principal effect ol the licence will be to enable the Licensee to install and run

telecommunication systems throughout the United Kingdom. The Licensee will be
authorised to cunnect Its systems to a wide range ol other systems, Including GSM systems
outside the United Kingdom, and to provide any telecommunication service apart from
cable television services, telepoint services, and certain types of International services.

3. The licence will be subject to conditions such that section 8 of the Act will apply to it,

thereby making the system run under the licence eligible lor designation as a public

telecommunication system under section 9 ol the Act. It is the intention of the Secretory of

State to designate the Licensee's system as a public telecommunication system.
•1. The Secretary ol Stale proposes to grant the licence in response to an application from the

Licensee for such a licence because he considers chat It will help to satis ly demands in the

United Kingdom for the provision of services of the type authorised, will promote the
interests ol consumers in respect of the quality and variety ol such services, and will

maintain and promote effective competition between those engaged in the provision o(

telecommunication services.

5. He proposes to apply the Telecommunications Code fthe Code"), except for paragraph 10,

to the Licensee subject to certain exceptions and conditions The effect of these exceptions
and conditions is that the Licensee will have duties:

(a) to consult certain public bodies before exercising particular powers under the
Code, including ihe local planning authorities and the Nature Conservancy Council:

tb) to inspect ils telecommunications apparatus to ensure that it would not cause
harm tu other persons or property,

tel to comply with conditions designed to ensure efficiency and economy on the
part nf the Licensee, in connection with the execution of works on land concerning
the installation, maintenance, repair or alteration of its apparatus; and
(rf) to keep and make available copies of the exceptions and conditions in the
licence to its powers under the Code.

fi. The reason why he proposes to apply the Code to the Licensee is that the Licensee will

need the statutory powers in the Code to keep installed and maintain the
telecommunication systems required to be kept installed and run under the proposed
licence.

7. The reasons why it Is proposed that the Code as applied should have effect subject to the
exceptions and conditions referred to above are that they are considered requisite or
expedient for the purpose of securing that the physical environment in the Licensed Area is

protected and that the system Is Installed as safely and economically as possible.
8 . Representations or objections may be made In respect of the proposed licence, the

application ol the Code to the Licensee and the proposed exceptions and conditions
referred to above. They should be made in writing by 31 March 1993 and addressed to the
undersigned at the_Dcpartment of Trade and Industry. Telecommunications and Posts
Division. Room 2/155. 151 Buckingham Palace Road. London. SW1W 9SS. Copies ol the
P™Pp?.t-’cU'cen,:e can be obtalnea free ol charge by writing to the Department or by calling
Oil 21a 1 1 S3.

L BEECH (ML-iti) Department of Trade and Industry

T HE HUMBLE all-Ameri-
can chocolate chip
cookie does not travel

well, as UK investors have
found out to their sorrow.

This week’s news of a finan-

cial restructuring at Mrs
Fields, the controversial
USM-quoted cookie company,
leaves 1,700 UK investors with
nothing more than a nominal
holding in a private company
owned and managed by US
banks.
Shareholders have also been

told that they can expect no
dividend until the banks have
been repaid. Just when tbat
might be is still somewhat of

an open question, even for the

banks concerned.

Most of those left holding
what one shareholder called

“virtually worthless paper" are
private individuals, with only

three large UK institutions on
the register.

Ignoring the warning bells of

a disastrous flotation in the
spring of 1986, they rushed to

buy in the following year amid
the hype of one product won-
der stocks such as Sock Shop
and Tie Rack. The company's
ability to meet the forecast on
which it was floated was taken
as a good sign. Its shares rose

from a low of I05p to 272p in

June 1987, against a flotation

price of 140p.

Within months, however,
cracks in the company's strat-

egy began to appear. An ambi-
tious expansion programme
was reversed as rents soared,

branches languished and the
economy took a nosedive. Lit-

tle more than four years after

Sts market debut. Mrs Fields

was forced to sit down with
bankers to hammer out a sur-

Mrs Fields

Sriare price (pence)

300

Suspended
Sop* 27, 1991

atlOp

Debbi Fields: will be left with

an 0.4% holding

vival strategy.

This week it became clear

that the company has been all

but bankrupt for some time, in

spite of a shift toward less cap-

ital intensive franchising and
licensing operations. One sig-

nificant UK shareholder said it

had written the investment off

in 1990, a year before the
shares were suspended at lOp.

The agreement announced
on Monday has taken two
years to negotiate and leaves

the company's high-profile

founder, Mrs Debbi Fields,

with an 8.4 per cent stake.

This stake will be payable in

three tranches, as long as she
remains with the company. In

any case. Mrs Fields and her

husband, Randall, had already

pledged most of their 80 per

cent stake to the banks to

secure previous refinancings.

Mrs Fields, tbe Californian

housewife who opened her first

1986 87 88 89 90 91 82 93
Source: FT Graphte

cookie shop at the age of 20,

will remain as chairwoman,
albeit on a slightly reduced sal-

ary of $450,000. The banks have
decided that to lose the face of

Debbi Fields from marketing
campaigns would be like losing

Anita Roddick from the Body
Shop, said one observer.

This logic was also behind

the decision to cancel "interaf-

fiiiate" debts of $14.5m (Eio^m)
- basically monies owed by

companies controlled by the

Fields. Her husband, who
resigned as chairman In March
1991, has also had his compen-

sation package reduced.

For shareholders, there is lit-

tle solace in the terms agreed.

After the refinancing, the

group trill still have debt of

S50m with a S64J3m deficit in

shareholders funds. It is cer-

tain to be some time before

even the banks can begin to

think of getting a return.

rights issue.

SCI, Bowater's latest target,

was formerly part of James

River, but was acquired in a

leveraged buy-out in 1991 by

AEA Investors, a group of New
York investors.

It specialises in precision

coating of specialist films and

papers, used in the imaging,

graphic and computer indus-

tries, through a number of

wholly owned subsidiaries in

the US. UK and the Irish

Republic. For the year to

December 27 1992, It made
operating profits of $48.dm

(£34.2m) on sales of $S6Sm. Net

assets, before deducting bor-

rowings of 5125.9m, were val-

ued at S27SJjra.

Its activities can be grouped

Into four main areas: Graphics

Technology International,

which supplies microfilm, pho-

totools, and computer output

media; HP Smith and Smith &
McLaurin. which specialise in

self-adhesive label products:

Decorative Specialities Interna-

tional, which supplies latex-

saturated paper used in book

coverings and other products;

and Custom Paper Group,
which makes papers used in

filtration and other absorbent

products.

B owater said yesterday

that Custom Paper,
although a profitable

and successful business,

did not fit with Bowater's

core businesses and would
immediately be put up for sale.

Otherwise, Mr David Lyon,

Bowater's chief executive, said

the acquisition would increase

its annual sales of coated films

and papers to £500®. or about

25 per cent of the group’s
annual turnover. It would also

broaden Bowater’s existing

coating capabilities into new

areas with attractive growth

He added that SCTs skills at

finding applications and prod-

ucts for new pnKv&ws would

complement Bowater's own
expertise in research and

development.

M r Tint Rothwoll.

packaging industry

analyst at brokers

BZW. said SCI was an "excel-

lent” fit for Bowater.

“If you had asked nti* two

years ago what was the most

Ukely business for Bowater to

acquire, this is the one I would

have mentioned. It must have

been irresistible for the man-

agement even if it involved

another rights issue."

He said the price tag.

representing only 76 cents for

every’ 51 of sales and an earn-

ings multiple of 14.4. was
attractive, while the decision

to fund the deal through equity

rather than debt was sensible

in order to keep gearing, cur-

rently 57 per cent, under con-

trol.

The deal is conditional on
approval under US anti-trust

legislation, hence the decision

to launch the rights issue in

two stages. Mr Michael Hart-

nail. finance director, said:

“We believe we will get

clearance, although it might

take longer than wo would
hope. AEA investors would

not have put this up for sale

and let us go this far if they

did not believe it would be

approved."

If the deal falls through, the

£95m first stage of the rights

issue will be used to reduce

gearing and take advantage of

other acquisition opportuni-

ties.

DIVIDENDS ANNOUNCED

Hanson

Trust of Prop

Current
payment

Date of

payment

Carres -

ponding
dividend

Total

for

yoar

Total

last

year

—Hn 4.75 Apr 8 4.5 6.45 62
— ini 1.125 Mar 31 1.125* . 1.125ft

—Int Z8Sf Apr 1 . - 11W
fin 0.6 Apr 22 0.55 0.6 0.55

—fin 0.75 Mar 31 8.5 13.25 13

....fin 0.35 Apr 29 0.25 0.35 0.7*

.-fin 1-503 Apr a 1.432 1.503 1.432

Dividends shown pence per snare net except where otherwise stated.

^Included special of 0.45p. *For period April 10 to Oecember 31 1991.

{First quarter payment jfAnnuaiised

THIS NOTICE DOES NOTCONSTITUTE AN OFFER FOR
SALE AND THE LOAN DESCRIBED BELOW IS NOT
AVAILABLE FOR PURCHASE DIRECT FROM THE
BANK OF ENGLAND.

ISSUE OF f 1,350,000,000

9 per cent CONVERSION LOAN, 2011 I

SCHEDULE OF PAYMENTS:
!

On issue

On lllh March 1993
On 4th May 1993

£15.00 per cent

£35.00 per cent

£54.50 per cent

£1.200,000,000 of the above Loan has been issued to the
Bank of England on 16th February 1993 at a price of
£104.50 per cent; the balance of £150,000.000 has been 1

reserved for the National Debt Commissioners for public
funds under their management.

The Loan will be repaid at par on 12th July 2011.

Interest will be payable half-yearly on 12th January and
1 2th July. The first interest payment will be made on 12lh
July 1993 at the rate of £2.4 199 per £100 of the Loan.

Application has been made to the Council of The
International Stock Exchange for the Loan to be admitted
to the Official List; dealings in the Loan are expected to
commence on Wednesday, 1 7th February 1993.

Copies of the notice in lieu ofprospectus may be obtained
by post from the Bank of England. New Issues, Southgate
House, Southgate Street, Gloucester. GL1 1UW; at the
Central Gilts Office, Bank of England, 1 Bank Buildings,
Princes Street, London, EC2R 8EU or at any of the
Branches or Agencies ofthe Bank ofEngland; ai the Bank
of Ireland, Moyne Buildings, 1st Floor. 20 Callender
Street, Belfast. BTl 5BN; or at any office of The
International Stock Exchange in the United Kingdom.

BANK OF ENGLAND
LONDON

16th February 1993

THE SLOVAK REPUBLIC - 22ND MARCH 1993

THE C2ECH REPUBLIC - 23RD MARCH 1993

The FT proposes to publish these surveys on the
dates shown.

They will be seen by leading international
businessmen in 160 countries worldwide.
If you would like to promote your organise lion's
involvement to this important audience, please
contact;

Pairitia Surridge
in London

Tel: 071-873 3426
Fax: 071-873 3428

or

Kristin Spirkova

in Prague
at the Prague Post

Tel: (42 2) 235 945S ; 267 177
Fax: (42 2) 26 51 S6
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McErlain to step down as
chairman of Anglo United
By Roland Rudd

MR DAVID McErlain is to step
down as chairman of Anglo
United, owner of the Coalite
smokeless fuel business, after
its banks agreed yesterday to a
financial restructuring, includ-

ing a debt-for-equlty swap,
which will leave shareholders
with just over 50 per cent of

the company.
Mr McErlain said he had

"warned the banks’’ that
receivership would be prefera-

ble to a restructuring which
left shareholders with little of

the enlarged equity.

The shareholders' stake
could still Call, however to as

low as 36 per cent depending
on the rate of take up of war-

rants and of banks' converion
of loan notes into shares.

' His restructuring plan was
backed by the banks but he
has had to relinquish the top

job. Mr Harold Cottam, chair-

man of Haden MacLellan Hold-

ings, the engineering group,
takes over next month.
Anglo recently faced &

£l6.3m interest bill and £Tm
outstanding from this year's

debt repayment, when operat-

ing profits fell from £13.4m to

£4J58m for the half year to Sep-
tember 30 1392.

Following the highly lever-

aged bid by Mr McErlain for

Coalite in August 1989, the
group’s total debt was £467m.
Disposals and the proceeds of a
rights issues reduced borrow-
ings to £21zm by March 31
1992.

However, debt recently rose
to £250m as the group foiled to

make further divestments, pre-

cipitating the present prob-
lems.

The group warned that its

trading performance continues
to be "hampered" by the reces-

sion.

The main features of the
restructuring are: the swap of

£45.9m debt for 459.3m new
shares at lOp (placed with the

banks, subject to open offer);

conversion of £74£m debt into

deep discount notes and con-
vertible loan notes; and the
rescheduling of the remaining
£130.5m of bank debt
The rescheduled debt is

repayable in two instalments:

£10m on September 30 1994 and

Lost duty free contract

hits outcome at Allders
By Maggie Urry

ALLDERS, the department
store and duty and tax free

shops group, suffered a fall

from £22.6m bo £15.2m in pre-

interest profits for the year to

September 30.

Its annual report shows turn-

over fell 2.3 per cent to

£555.6m, with sales in the
department stores down by 2.1

per cent to £259.lm and by 2.4

per cent In the duty and tax
free shops to £296£m.
Mr Tony Collyer, finance

director, said that the loss of

an Important duty free con-

tract at Sydney airport had hit

profits, bat he said the group
had won a number of other
licences.

The group, which was the
subject of a management
buy-out from Hanson in 1989, is

looking to float at some point,

although probably not in the

current year.

The. department store side

had been affected by the open-

.

tng of two shops, the first new.

stores since 1985, and closure

of one.

The group also launched an
out-of-town format. At Home
with Allders, at five sites. Mr

Collyer said they were expec-
ted to generate sales in a full

year equal to one department
store, but at a fraction of the

cost
During the year capital

expenditure totalled £20m, he
said. The high level of debt
from the buy-out had not
stopped the group investing,

especially as a refinancing in

1991 had deferred repayments
of the debt
The group had net debt of

about £90m at the year-end and
the interest charge was £10.6m.

down from £l&2m. thanks to

lower interest rates and the

effect of a refinancing.

However, exceptional debits

took £3. lm, compared to a
credit of £36An from the refi-

nancing, leaving a pre-tax loss

of £3.4m, against a £43An
profit

The exceptional item related

to unusually large pre-opening

costs of £3.7m on two new
department stores, a £I.7ttt pro-

vtifioofor cent on .two umised
properties - a closed depart-

ment store, where the site is

now being redeveloped, and a
warehouse now sold - and a

£2.7m adjustment to the value

of the closed store.

AH Ball shares drop 30p
after warning on profits
By Jean Marshall

SHARES IN AH Ball Group fell

by 30p to 75p yesterday after

the civil engineer issued a
warning on trading results for

the year.

Mr Tom Austin, chairman,
said that as a result of deterior-

ating trading conditions during

the six months to March 31,

the optimism expressed in the

interim report had proved
unfounded.
Order awards had been

delayed or cancelled and the

group had experienced a seri-

ous decline in the volume of

work being executed within

the AH Ball & Co period
schedule maintenance con-
tracts.

That, linked with an expec-

ted 3 per cent fell in gross mar-

gins and reduced interest

receivable, was likely to result

in the outcome for the whole of

the current year showing little

Greenwich
Resources
loses £0.7m
GREENWICH Resources, the
Worcestershire-based gold min-
ing company, reported a pre-

tax deficit of £897,000 for the

12 months to September 30

1992, against a profit of

£106,000.

The result was struck after

an exceptional £337,000 cost

resulting from the financial

restructuring of the Australian

subsidiary, United Goldfields,

and redundancy costs.

The operating loss amounted
to £749,000 (£28,000). Losses per

share rose from 0.2p to

Ip.

In spite of tha sharp reversal,

Mr Colin Phipps, chairman,

said the year had been a posi-

tive one for the group.

Highlights Included the

award of the Konos Concession

in Greece and the completion

of a joint venture agreement

with Newcrest .Mining to

explore and exploit it

He added that during the last

18 months the group had been

restructured and overheads

had been significantly
reduced.

or no improvement on the
£407,000 achieved in the six

months to September 30 1992.

In the last full year pretax
profits amounted to £960,000.

Mr Austin added that trading

conditions for the coming year
remained uncertain, although

tendering levels for specific

contracts were currently
higher than in recent years.

From December 1992 to Febru-

ary 1993 the group had
received about £3m of new
orders, of which about film

related to KD Process Interna-

tional, the maker of process
control systems for the water
industry which AH Ball

acquired last July.

Cash balances at March 31
were expected to remain satis-

factory. However, Mr Austin
said the directors anticipated

cutting the final dividend to

3Jp (4J3p).

The group transferred from
the USM last August.

Currency influences

buoy TR Pacific

The strength of Far Eastern
currencies, especially after the
decline in sterling; helped TR
Pacific Investment Trust
increase net asset value from
79.9p to 114.6p per share over
1992.

The trust concentrates on.

capital growth. Net revenue
dipped to £4904300 (£6964300) for

earnings of 0.73lp (L039p) per
share.

A dividend of &35p is pro-
posed for the year. The distri-

bution for 1991 comprised a
final of <L25p and a special of
0.45p.

Union Jack Oil in

$9.8m disposal

Union Jack Oil has sold Its

per cent interest in UK North
Sea block 29/5b to Texaco
Britain for $&8m (£&9m) cash
and a £5 per cent interest in
the Claymore field.

Directors said the cash
would be used to repay debt
and to fund future exploration,

appraisal and development
activities.

Union would benefit, they

added, from the positive cash
flow which the interest in the

£l20.5in on March 31 1995.

The convertible loan notes
can be converted over the next
19 years at lOp a share. Interest

at an equivalent 10 per cent Is

being deferred until conver-
sion, while the deep discount
loan notes will have a 12 per
cent yield, payable on redemp-
tion at their maturity date.

The effect will he to defer

interest on £S0m of debt con-

verted into deep discount loan
notes.

Existing shareholders are
being offered warrants on the

basis of l-for-3, which can be
exercised at lOp. Anglo’s share
price yesterday rose lp to B&p.

The Hongkong »nri Shanghai
Banking Corporation and Sam-
uel Montagu will end up with
more than 40 per cent of the

enlarged group.

The outstanding preference
shares are being converted into

new ordinary shares at the
enhanced conversion rate of
124 new shares for each prefer-

ence share. Following the
restructuring, they will end up
with 14 per cent of the
enlarged share capital.

St Modwen
increases

dividend

despite fall

By Paul Cheeaorlght,
Midlands Correspondent

ST MODWEN Properties, the

Birmingham-based group with
development and investment
Interests around the UK but
outside central London, is

increasing its dividend in spite

of a 19 per cent fell in annual
profits.

Pre-tax profits for the year

to November 30 were £L7lm,
compared with £2.11m, on
turnover down from £45.lm to

£18.5m. The directors stated
that in 1991 property develop-

ment sales were abnormally
high because of the sale

of an office park in
Manchester.
Mr Stan Clarke, chairman,

said he believed that "property
values have generally bot-

tomed but lit the regions
where the company operates,
and I am cautiously optimistic

that during 1993 there will be
some recovery."

This belief, combined with
the feet tint the group was
now earning enough from the

Increased rent roll from its

investment properties - £7.5m
last year compared with £6.9m
in 1991- both to cover Us
Interest rate MU and company
overheads, led to tha increase

in the dividend.

The distribution Is lifted to

Mp (0.55p). Earnings per
share were l.lp against
1-Tp-

Valuation of property hold-

ings led to a 9 per cent reduc-

tion to 35p in net assets pm
shore.

The lower value of its prop-

erties, coupled with a slight

increase in borrowing because
of property acquisitions,
pushed gearing over file last

financial year up from 88 per
cent to 99 pm cent
St Modwen has sought in

recant years to concentrate on
property investment and
undertake development only
where sales or leasing are
assured beforehand.

Mr Paul Doona, finance
director, said: "We are now in

a position where we make a
profit without a need to rely

on a development contribu-
tion.”

NEWS DIGEST

Claymore field was expected to

generate.

County Smaller net

assets at 84.44p

County Smaller Companies
Investment Trust reported a
net asset value of 84.44p per
share at December 31; a year
earlier the value stood at
944p.
Net revenue for the six

months to end-December
amounted to £173,815 (£236,086

for period from incorporation
on April 10 to December 31
1991) with earnings at L06p
(l-44p) per share.

The interim dividend is

unchanged at Ll25p-

Temple Bar net
assets rise

Attributable profits of Temple
Bar Investment Trust fell from
£8J23m to £7.82m over 1992,
equal to basic earnings of
l3.57p per share, against
14_29p.

The final dividend, however,
is lifted to 8.750, making a
l&2Sp (13p) total.

Net asset value per share net
of prior charges at nominal
value improved from 2693lp to
mso.
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Part of the Merry Hill shopping complex

Merry Hill centre

sale realises £128m
By Vanessa Houktor,
Property Correspondent

RECEIVERS OF Mountlelgh,
the property company that
felled last May, have agreed to

sell Merry HEtt, a Midlands
shopping centre and the
group’s largest UK asset, for

£128m to Cbelsfield, the prop-

erty company headed by Mr
Elliot Bernard.

Chelsfijdd, which is acting in

partnership with one of its

associated shareholders,
expects to complete the (teal in

about 10 weeks time. The price

includes some tax benefits that
stem from enterprise zone
allowances.

Mr Stephen James of KPMG
Peat Marwick, the joint
receiver, said he was
"extremely satisfied with the
outcome of the negotiations.”

Before Mountlelgh went into

receivership, it had felled in an
attempt to sell the shopping
centre for 2115m, he said.

"We were in no hurry to
sell,” he said. “This proves that

a distressed seller is someone
seeking to avoid going into

receivership, not one that has
gone into receivership."

The deal attracted interest

from half a dozen potential

buyers, including O'Connor
Group, the US fund which
came dose to buying the shop-

ping centre a year ago.

Mr Bemad said he was a
"cautious enthusiast” about
UK property. He drew encour-

agement from the surge In
overseas investment in good
quality properly that followed
the devaluation of sterling last

September.
Mr James safe it would be

over-optimistic to riiaim that
the market was recovering,
although more buyers were
emerging. "We are seeing a
greater abffity to sell things,

but not prices moving up,”

The receivers described
Meny HJH as one of the most
successful shopping centres in

the UK. The centre, which has
more than 260 shops and is

saved by a monorail transport

system. Is 98 per cent let The
centre was built fay Don -and

Roy Richardson, the Dudley-
based property entrepreneurs.
The sale of Merry Hfil was

complicated by concern that
the centre, which is built an a
former steel works, would be
placed on the contaminated
land register that is planned by
the government The receivers

responded to these concerns by
commissionfag a study which
showed that no remedial action

would be needed to comply
with current or likely environ-

ment legislation.

Mountleigh’s receivers have
realised about £200m fro*n the

sale ot 20 of its 33 properties.

Pittencrieff shares rise

8% on demerger plans
ByPoggy HotllngAr 7

SHARES IN Pittencrieff defied

the general market decline yes-

terday with an 8 per emit jump
to 35ip as the group finally

confirmed plans to demerge
the telecommunications divi-

sion from its oil and gas activi-

ties.

The company accompanied
the announcement with a fore-

cast increase in its annual divi-

dend of at least 17 per cent to

7p. The share rise came despite

a placing yesterday of about
2m shares at 312p to pay for

purchases.

Pittencrieff intends raising

about $50m (£35m) by floating

a minority stake in the mobile
commimfeatimm subsidiary in

tiie US through a public offer.

In just two years the offehoot

has been built up into an oper-

ation with turnover of 22m a
month.
Mr Doug Sinclair, finance

director, said the group had
decided to float the business

-rather,than call cofitiriuously

on existing shareholders for

cash to fond such rapid
growth.

He added that there was a
greater understanding in
North America of Pittencrieffs

particular communications sec-

tor, making the US a sensible

place to float

The proceeds would be used
to repay part of telecommuni-
cations' loans to Pittencrieff

and for further expansion. The
repayments and expected divi-

dends would fond expansion in

the ongoing oil and gas busi-

ness.

Ms Liz Butler, analyst at
Panmnrn Gordon,' said the deci-

sion to float the communica-
tions business in the US was a
good move. "If the US goes
well, it will underpin the UK
shares.”

Pittencrieff is acquiring a
communications business in El
Paso, Texas, for t6u65m and oil

and gas reserves, also in Texas,
for 23.75m.

Proposed deals given go-ahead
The proposed acquisitions of

Hunter Saphlr by Albert
Fisher; of Usher-Walker by Dal-

nippon Ink and Chemicals; of

Agricultural Mortgage Corpo-
ration by Lloyds Bank; of the
infra-red defence components
business of Philips Electr-

Net erf prior charges at mar-
ket value the figure rose from
27058p to 310.76P.
The board was more confi-

dent about 1993 and said it

seemed likely that the year
would see a modest return to

economic growth in the -UK.
However, directors added

that the recovery was
"unlikely to be without set-

backs" and "it would be wise
to caution against excessive
optimism”.

Reduced losses at

Howard Holdings

Losses at Howard Holding^
the housebuilder and plant ,

hirer, fell from £211,248 to
£197,771 pre-tax for the half
year ended October 3L
Turnover declined by

onics by General Electric Com-
pany; and the proposed joint

venture between British
Aerospace and Taiwan Aero-
space Corporation, will
not be referred to the
Monopolies and Mergers Com-
mission.

£L24m to £L4Tm.
Main activities continued to

feel the foil impact of recession
with both volumes and mar-
gins suffering downturns.
Lasses per share were

slightly higher al 0.76p (0.69p).

Trust of Property
net asset value falls

Net asset value of Trust of
Property Shares fell from
78.43P to 57.14P over the 12

months to December 31.

However, by February 10 it

bad recovered to &L44p.
Net revenue for 1992

improved 9 per cent to £1014300

(£954300) for earnings per share
Of L529p CL443p).
The proposed single dividend

is increased from 1.432p to

L503p.
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Marsh &
MCLENNAN
COMPANIES

Results for the year ended
31st December, 1992

(Unaudited)

$ million

(except per share figures)

1992 1991

Total Revenues $2,937.0 $2,779.2

Total Expenses 2,396.0 2,281.1

Operating Income 541.0 498.1

Income Before Income Taxes 519.3 526.8

Net Income 303.8* 305.5

Net Income Per Share $4.21* 9 $4.18

Dividends Paid Pfcr Share $2.65 $2.60

*After applying the cumulative effect of required changes in accounting principles

1992 net income and earnings per share wen $264 million and $3.65, respectively.

Marsh 8c McLennan Companies, Inc. is a professional services firm with

insurance and reinsurance broking, consulting and investment management
businesses. More than 25,000 employees in SO countries provide analysis,

advice and transactional capabilities to clients worldwide. Our operating

companies in the UK arer

Bowring Marsh & McLennan
C.T. Bowring & Co. (Insurance)

Carpenter Bowring
William M. Mercer Fraser

The Frizzell Group
Seabury 8c Smith

Putnam Investments

Clayton Environmental Consultants

National Economic Research Associates

Mercer Management Consulting
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Kuwait delays completion

of Opec’s output cut deal

Price rally cheers salmon farmers
also operates in Chile, to Maii-

Farms, a US company in which

By Mark Nicholson in Vienna

STRONG DISAGREEMENT
between Kuwait and other
members of the Organisation

of Petroleum Exporting Coun-
tries over the wording of a
Bnal communique bad by late

yesterday prevented ministers

from sealing a deal to cut pro-

duction for the second quarter,

after nearly four days of talks.

Ministers have decided allo-

cations (hr second, quarter pro-

duction that would cut output

to slightly less than 23.6m bar-

rels a day, that the cuts should
In most instances be pro-rata

and that the full reduction of

just under lm b/d from the

first quarter ceiling should
take effect on March l.

Kuwait has also said it is

wilting to pump i.6m b/d,

nearly 400,000 b/d less than its

claimed output, under this

basic agreement.
But it also insisted yesterday

that the communique should
contain, some form of proviso

making dear that present out-

put levels were temporary and

By William Keeling In Jakarta

INDONESIAN COCOA
producers have advised against

membership of the Interna-

tional Cocoa Organisation,
despite the country’s emer-
gence as a major world pro-

ducer.
Indonesia Is expected to pro-

duce 220,000 tonnes of cocoa in

this crop year, which ends on
September 30, replacing Malay-

sia as the world's fourth larg-

est producer, according to the

Indonesian Cocoa Association

CAsldndo). The country's pro-

duction has soared since
1981-82 when it produced just

23.000 tonnes. Askindo expects

production to rise to 250,000

next year and to more than
400.000 tonnes by the end of

the decade.

It estimates that about
330.000 hectares (815,000 acres)

are under cultivation but only

Prices from Metal Bulletin (last

week's in brackets).

ANTIMONY: European free

market 99.6 per cent, S per
tonne, in warehouse. 1,665-1,710

(same).

BISMUTH: European free

market, min. 9959 per cent, $
per lb, tonne lots in warehouse,
250-2.40 (same).

CADMIUM: European free

market, min. 99.5 per cent $
per lb, in warehouse, 0550.45

reflected neither its eventual
capacity, after full rebuilding

of its damaged oil industry, nor
its historic production levels.

Iran and some other delega-

tions. however, flatly rejected

any such special mention tor

Kuwait and at least three pro-

posed drafted wordings had
failed to bring the parties

closer by late last night.

Almost all members believe it

is vital for Opec to produce a
unanimous agreement, with no
stated reservations or excep-

tions, if their proposed output

cut is to look fully credible.

The row over the communi-
que scotched momentum
towards a deal that by late on
Monday was enough to per-

suade the Saudi Arabian's to

pack their bags ready to leave.

The Algerian, Gabonese and
Indonesian ministers all left on
Monday saying the basis of a
deal had been reached.

But Kuwait was unwilling to

budge after Mr Ali al-Baghli,

tiie country's oil minister, was
understood to have been given

assent by Sheikh Saad al-Sa-

60 per cent are in production,

with the remainder producing

a first crop by 1996.

Next week members of the

ICCO, which groups major con-

suming and producing nations,

meet in Geneva to negotiate a
new price support mechanism
for cocoa. The current agree-

ment, signed seven years ago,

has failed to maintain world

prices, which have fallen from
about £1,300 a tonne in 1987 to

£730. Traders say the contin-

ued refusal of Indonesia to join

the ICCO would weaken any
new accord.

Indonesian producers fear

membership would have a neg-

ative impact on the domestic
industry. “We are very worried
that if we become a member
our production programme
may be constrained by outside

factors." explained one execu-

tive yesterday.

Some officials also wish to

(0.4<H)5O).

COBALT: European free

market. 995 per cent, $ per lb,

in warehouse, 15.50-16.00

(same).

MERCURY: European free

market, min. 9959 per cent, $

per 76 lb flask, in warehouse,

120-145 (same).

MOLYBDENUM: European
free market drummed tnolyb-

dic oxide. $ per lb Mo. in ware-
house. 150-1.95 (155-1.95).

bah, the Kuwaiti crown prince,

to accept a level of L6m b/d

only on condition that there be

some formal Opec acknowl-

edgement of the Gulf state's

special status since the Gulf

war.

Several delegations were
again settling their hotel bills

ready to leave last night, and
there was no little concern in

some camps that Opec was tak-

ing so long to finalise a deal for

which an apparent pre-meeting

consensus had been so publicly

trumpeted.
Although a number of indus-

try analysts attending the

meeting said the proposed sec-

ond quarter celling would be

welcomed by the markets, if

adhered to. many also felt that

much further delay in finalis-

ing the deal cast familiar doubt

on Opec’s real internal disci-

pline.

However, Kuwait is deter-

mined that the present agree-

ment should not be seen as

somehow freezing the present

accident of its lower overall

output capacity.

remain removed from the

ICCO's internal squabbles and
financial problems.
The bead of one plantation

company noted: "Most impor-

tant [for a new price support
agreement} is financing. But
who is to pay. producers or
consumers? And what about
arrears? Some producers owe
the association about SI40m".
Askindo officials take a more

pragmatic line, however, say-

ing membership of the organi-

sation may be inevitable given
Indonesia's importance as a
producer and the government’s
policy of promoting economic
cooperation between develop-

ing natinna

They say the preferred
option for a new price support

agreement would be a with-

holding scheme, based on his-

toric production levels, rather

than a quota or buffer stock

systems.

SELENIUM: European free

market, min 995 per cent. S per
lb. in warehouse, 4.755.40.

TUNGSTEN ORE: European
free market, standard min. 65

per cent, $ per tonne unit (10

kg) WO}, df, 3848 (same).

VANADIUM: European free

market, min. 98 per cent. $ a lb

VA. df. 1.60-1.70 (1.65-L70).

URANIUM: Nuexco exchange
value, S per lb, UjOj. 7.65

(same).

Banana
battle looms
over EC
import curbs
By Raymond ColHt hi Qufto

LATIN AMERICAN exporting

countries have accused the
European Community of
hypocrisy following its deci-

sion to impose import restric-

tions on their bananas.

In Costa Rica president Raf-

ael Calderon declared that “we
will continue to fight if the
Europeans are not prepared to

do us justice. We will fight

within Gatt [the General
Agreement on Tariffs and
Trade], though that does not
preclude [other] settlements.”

A commission of the region’s

banana producing countries is

trying to establish whether the

EC’s decision actually violates

Gatt norms and EC Gait repre-

sentatives are being asked to

justify the measures
Meanwhile Mr Guillermo

Endara. the Panamanian presi-

dent, declared that EC leaders

had “no idea what damage
they were causing to our coun-
tries”.

In Ecuador, the world’s larg-

est banana exporter, the for-

eign minister, Mr Diego
Paredes, said, however, that

his country was not consider-

ing retaliatory measures.
Ecuador believed in free trade,

he said.

The minister announced that

a delegation would travel to

Enrope early next month to

seek negotiations and make
leaders there more “sensitive

to the problems the Import
restrictions are cansing".

Last Friday the presidents of

the region's banana producing

countries rallied togriher in a
display of solidarity, pledging

to challenge the EC import
restrictions.

Yet despite a unanimous
condemnation of the EC deci-

sion, the nine state representa-

tives stopped short of adopting

more aggressive measures.
The idea of using the Panama
Canal to put pressure on some
EC countries was rejected by
President Endara, who said

that international agreements
forbade such action.

Ecuador has begun to seek
alternative markets. Negotia-

tions are under way with Mid-
dle and Far East countries and
sales have already been
riiwriipH in Iran.

The import restrictions come
at a Aw* when many Latin

American countries have
recently made considerable
investments to Increase
banana production.

Mr Sixto Doran Ballen, pres-

ident of Ecnador, declared
that ‘'The developed countries

are now showing ns that free

trade is only a farce. Protec-

tionism is returning, this time
hiding behind more powerful
economic blocs”.

By James Buxton, Scottish

Correspondent

SCOTTISH SALMON farmers
meeting in Glasgow yesterday

for the start of their annual
exhibition and conference were
more cheerful than for several

years. That was because the

wholesale price of Earned
salmon had recovered after

being at crisis levels for two
years.

The happy farmers do not.

however, include those from
Shetland. The wrecking of the

tanker Braer at the beginning
of last month spread a film of

oil up the west coast of the

islands, affecting 16 salmon
farms that account for about a
quarter of the 10,000 tonnes of
salmon produced annually in

the islands.

Moving to protect their
industry’s reputation, the Shet-

land farmers declared an exclu-

sion zone over the affected

area, from which no fish can
be srdd It Is likely that 25m
salmon with a market value of

between £8m and £10m will

have to be slaughtered in the
next few weeks and the form-
ers compensated from the
International Oil Pollution
Compensation Fund.
Salmon farmers in Norway,

By Kenneth Gooding,
Mining Correspondent

IF RECENT events such as the
dispute over ownership of the

giant Porgera gold mine caused
international investors to turn

their backs on Papua New
Guinea for a while, it might be
a blessing in disguise, Mr Noel
Levi. PNG’s high commissioner
in London, said yesterday.

He pointed out that PNG
became independent only 17

years ago and in the past few
years had attracted well over
S2bn of foreign investment in

mining and oil projects while

exploration expenditure by for-

eign companies was running at

an annual Sl00m. The country

had been “thrown into the

mining boom with no prepara-

By David Blackwell

THE WORLD wool market has
deteriorated rapidly in the past
three months, according to the

latest report from the Interna-

tional Wool Textile Organisa-

tion.

A forecast fall in supplies

has not been as significant as

expected, mainly because of

large stocks carried over in

Argentina and a higher than

expected clip In Australia.

On the demand side eco-

nomic problems have kept

Scotland and Ireland have been

through hell since the late

1980s. But even Norwegian
formers accept that their own
industry, by for the largest in

Europe, must take most of the

blame for what went wrong.

Norway hugely increased its

salmon output from 1989,

reaching a peak of 160,000

tonnes In 1991 and driving

prices down sharply. Norway
was selling fish at below pro-

duction cost in the European

Community market - in a

word, dumping.

In late 1991 Norway began
putting its house in order.

Nearly 40,000 tonnes of Norwe-
gian salmon were bought up,

frozen and disposed of outride

the EC. The EC temporarily
imposed a minimum price on
Norwegian imports. These
moves, plus a slight cut in Nor-
way’s output and a drop in

salmon catch/Hi in the North
Pacific, have reduced world
supply and enabled prices to

recover.

But during the crisis many
smaller Scottish salmon pro-

ducers went bankrupt, their

sites being bought up by other
companies. Unilever last year
pulled out of salmon forming,

selling Marine Harvest, the big-

gest Scottish producer which

tiou" gnd might benefit from
some breathing space.

“Perhaps we need time to

reflect on the past decade and
to put in place milling laws

LHI WAIHHOUSa STOCKS
(As at Monday's ctose)

tonnes

Aluminium + ft. 160 to 1,848,450

Copper +550 10319.425

Lead -125 to 235,075
Nteket 4-884 to 80.868

Zinc + 1,775 to 539.000
Tin + 130 to 17.130

that are more up-to-date. Per-

haps the present laws are not

entirely to our benefit.'*

Mr Levi made it dear, how-
ever, that he, personally,
wanted the US$760m Lihir

island gold project, which aims
to develop one of the world’s

biggest and lowest-cost depos-

western European purchases
down, while Japan has “exces-

sively large" stocks of yarns,

fabrics and completed gar-

ments.
The former Soviet Union and

eastern Europe, which played
an important role In expanding
wool demand during the 1990s,

have stayed away from the
market, while Chinese buying

has not been as strong as in

1991-92.

Last week the Australian
wool indicator price fell by 22
cents to 459 cents a kilogram.

Hanson has a Large stake.

With salmon produced on a

three-year cycle, Scottish farm-

ers reined back their growing

production by reducing the

number of smolts (small

salmon) they transferred to

cages at sea. Scottish Office fig-

ures show that output dropped

last year to 36.000 tonnes from

the 1992 record of 40.500

tonnes.

Prices rose by 35 per cent

between March and September
last year, and farmers, already

benefiting from low interest

rates, hope UK demand will

Improve this year.

Now the Scottish salmon
farmers want to ensure that

they never again have to go

the perilous boom and
bust cycle of the past few
years, and Norwegian, Irish

and Faroese producers agree.

They all propose setting up
compulsory producer organisa-

tions to control the release of

smolts and operate an inter-

vention buying system to keep

up prices.

Ail the producer organisa-

tions would meet twice a year

in a European Salmon Industry

Forum which would review
salmon breeding and try td co-

lts of the precious metal, to go
ahead as quickly as possible.

Start-up of this project, in

which RTZ. the world’s biggest

mining company has an 80 per

cent stake, had already been
delayed from 1992-93 to 1995, he
said. “But if RTZ wants it to

happen, it will happen.”

Mr Levi also pointed out his

government’s official policy

was to welcome foreign invest-

ment “because the interna-

tional business community
offers technical expertise and
financial resources seeded to

develop our natural resources

responsibly to build national

prosperity."

At a meeting with institu-

tional investors organised by
Prudential-Bache Securities,

the financial services organisa-

The Australian Council or

Wool Exporters said on Mon-
day that prices would remain
under pressure and reported
the largest offering of
the season so faT - 146,594

bales.

The New Zealand Wool
Board has advised its formers

not to send wool to auction

while prices are so low.

The IWTO has revised
upwards its estimate tor the

1992-93 dip by 3,000 tonnes and
for the 1991-92 carry-over
stocks by 34,000 tonnes. Total

ordinate production, though its

recommendations would be

voluntary.

The producer organisation

idea is backed by warty 90 per

cent of Scottish salmon form-

ers. It received public support

yesterday from Highlands and

Islands Enterprise, the develop-

ment body for the Highlands,

and has strong backing in Nor-

way. But the UK government

is indicating that though it

supports voluntary organisa-

tions it would not enact legisla-

tion necessary to make the pro-

ducer organisations’ rulings

compulsory, which the salmon

Farmers say is essential.

Mr Donald MacRae of T5Q
Bank Scotland says: “It Is most

unlikely that the EC Commis-

sion would agree to an interna-

tional producer cartel" and
asks whether the system would

be workable, arguing that

farmers would produce for

intervention.

But Mr Paul Torgnes. secre-

tary of the Norwegian Fish

Farmers Association, warned

in Glasgow yesterday that Nor-

way was now on course to

more than double its produc-

tion to 310,000 tonnes in 1997.

“It is imperative that we intro-

duce mechanisms to prevent

this developmentT he said.

boom
tion, Mr Levi was closely ques-

tioned about the Porgera mine.

PNG has a 10 per cent stake in

Porgera but both the new
prime minister. Mr Paias

Wlngti, and the mining minis-

ter. Mr Masket langnlio, have

indicated this should be raised

to 30 per cent, suggestions that

created a bitter dispute with

the Australian partners in the

venture: Placer Pacific; Reni-

son Goldfields; and a subsid-

iary of SUM Holdings.

It was suggested by Mr Ian-

galio on Monday that the dis-

pute would be settled by the

end of this week but Mr Levi

pointed out that so far the

PNG cabinet had not been
asked to approve any move to

raise the Porgera stake or to

allocate money to pay for it

availability of wool (production

plus cany-over stocks) is now
put at 25m tonnes for 1992-93.

up from a November estimate

of 2.26m. While this is well

below the 3.45m tonnes of

1991-92, it is still well ahead of

the 1986-91 average of 2.04m
tonnes.

Since November the lWTO
has reduced its clip estimates

for New Zealand. South Africa,

Lesotho and Namibia, but has
raised the Australian estimate

from 549,000 tonnes to 557,000

tonnes.

Indonesian producers advise

against cocoa pact membership

MINOR METALS PRICES

PNG ‘unprepared’ for mining

Excessive stocks keep wool market in doldrums

WORLD COMMODITIES PRICES

MARKET REPORT
GOLD moved ahead on the
London bullion market after

Comex opened ahead following

the US Presidents’ Day holiday.

New York traders said investor
interest had been sparked by
early sell-offs In the Dow Jones
Industrial Average and the
dollar, which had been put on
the defensive by uncertainty
over President Clinton’s
economic plans. New York raw
SUGAR prices were sharply
higher at midday, buoyed by
heavy commission house and
fund buying as well as bullish

chart factors. The gains were
fuelled by market rumours that

London Markets
spot Sumatra

erode oil (per barrel FOB)[Apr

J

+ or -

Dubai 315.82-6*7 + .155

Bran Blend (dated! 318.18*22 +--2=0

Brent Blend (Apr) Sf8.T04.12 + .155

W.T.I (1 pm oat) Sl9.7B-9.82

as products

|NWE prompt delivery par tonne CtF + or -

Premium Gasoline 1191- 194

Gas oil SlBfr-170 + 2
Heavy fuel OH S71-72

Naphtha 5173-174

Potrotoum Argus Estimates

Other + or-

Gold (per troy ac)+ 5331.85 + 13
Silver (per troy 389 5c 1.0
Platinum (per troy or) $386.76 + 1.0

Palladium (per troy oz) SI M.75 + 060

Copper (US Producer) 104.0c

lead (US Producer) 33*;
Tin (Kuala Lumpur market) l*.95r JL01
Tin (New York) 387JC -1.0

Zinc (US Prime Western) 62.0c

Came (lhm wsightt 122-Mp + l.9«*

Sheep (live woghfltt 105.JSP +3.64’

pigs (live wefghl)1 8f. 73p -002-

London dolly sugar (raw) *218.0

London dally sugar (white) S264-5 +2.5
Tata and Lyle tarpon price C28t.fi -2.5

Barloy (English feed) ewaoz
Mates (US No. 3 yellow) E 165.0

Wheat (US Dark Northern) Unq

Rubber (Mar)V SMOp -1.0

Rubber (Apr)? eaasp -1.0

Ruttwr (KL FtSS No 1 Feb) 238.5m -0.5

Coconut ml |Philippines^ S450.0y
Palm Oil (MoiayaionHi S432A* ZJS
Copra (Philippines^ S277.5

Soyaoeana (US) C 184 On -20
Cotton "A" index 60.75c
Woodops (64s Super) 400p

c a tonne unloss oxhotwiss stated. p-pcncaAc
ocflntwift. r-rlngglt/hg. y-Apr/ltay u-Feb/Apr.
x-Aug. w-F«j/Mar 2-Mar. VLcmdon physical.
SCIF Rotterdam. 4 Bullion mart* dose. m-Ma-
layaion conn/kg.^Sheep prices are now ttvg

Wgtu prices " change horn a weak age. provi-
sional pnces.IPE Close 6J0pm.

Cuba had had to buy 100,000

tonnes of Thai sugar to fulfil Its

Chinese contracts, and that

Kenya was said to be tendering

for physical sugar. London
COCOA futures were depressed
by sterling’s advance against
the dollar. On the LME BASE
METAL trading continued In

narrow ranges. Dealers said

the lacklustre markets might
prevail for some time yet as
overall physical interest and
activity was slow and stocks
continued to build.

Complied from Reuters

SIMM - London POX (S pof tormo)

Raw Close Previous Hfgh/Low

Mar 193.00 193.00 19000
May 210 OQ 2DOOQ laaoa

Aug 212.00 208.00 20100

mate Close Previous Mgh/Low

May 289-50 280.10 268.60 381.00

Aug 271.00 283.00 269.50 265X0
Oct 2S5* 248.10 284.70 23030
Mar 25150 240.00 249.00 248.00

Turnover; Raw 26 (19) lots of 90 tonnes.

White 1328 (3GB) Parts- White (FFf per tonne);

May I52&35 Aug 1560. to

CHUOfOB. - Wt Sfearrei

Close Previous Hlgh/Low

Apr 18.15 1796 18.18 17.00

May 18. f7 10.00 18-20 17.97

Jun 18-» 18.08 1895 18X4
Jui 18J2 18.10 10-23 18.10

Aug 18.27 18.15 1&30 18.28

IPE Index 17,96 18.41 17X6

Turnover 20581 (19124)

OAS OIL - IPS S/tonne

Close Previous Hlgh/Low

Mar 160.50 168.00 189X0 16600
Apr 16625 168X0 169 00 106.00

May 183.00 168.75 16625 l«2S
Jun 167.75 165.75 167.75 1663
Jid 160-25 1B7.S0 16926 168.00

Aug 77L25 188.25 170.75

Sep 174.00 172.00 172.50

Turnover 1 fMi (6358) Ion of 100 tonnes

JUTE
FeOruary/Mardi C and F Duiufrn BTC

sxo, awe Mao. btd 5325. awn kwo, c
and F Antwerp BTC 5340. BWC $340, BTD
$315. BWD $315.

COTTON
Liverpool. Spot an« shipment safes

amounted to *37 tonnes lor tha week ended
February I?, compared with 773 tonnes in

the prevtov* week. Improved demand
brought moderate purchases maJnfy ,n

American, CIS and Aslan descriptions.

Pakistani and Spanish growths made some
headway.

COCOA - Lowi/mi FOX S/tonne

Ctose Previous High/Low

Mar 725 732 730 724

Mey 735 742 742 73*

Jul 748 754 755 748

Sep 759 767 787 761

Oec m 785 78S7Tfl

Mar 7B5 804 804 794
May 808 816
Sep 837 8*5 830 836
Dec 863 870 870 881

Turnover 4408 (2234) lots of 10 tonnes

ICCO Indicator prices {SOH» per tonne). Dally

price for Feb IS 714.33 (70557) 10 day average
for Feb 12 712J8 (712.911

corn* - London POX •rtonoe

Close Previous HlghfLow

Mar 936 917 932 917
May 928 913 930 813
Jul 908 886 908 892
Sep 911 833 910 897
Nov 924 905 012 903
Jan 930 820 620

Turnover1842 (7931 tots of 5 tonnes
(CO Indicator prices (US cents par pound) tor

Feb 12: Comp- dally 57.20 (58.11) 16 day aver-
age 55.® (55.60)

POTATOES - Leaden POX E/tonne

Ctose Previous Mgh/Low

Apr
May

42.0

48.0
40-5
44.0

42-5 403
46.0 44JO

Turnover 130 (120) Into of 20 tonnes.

SOYAAUAL - London POX E/tome

Close Previous MtflWLow

Jun
Aug

147.00

148.00
14M0
1404)0

Turnover - (100) lots of 20 tomes.

WOHT - UBJmMS 310/tndex point

Ctoe Previous HlflWLow

Feb 1380 1348 1363 1357
Mar 1370 1387 1370

N* 1396 1355 1363 1358
Jul 1196 1163 1106 1(91

Oct 1350 1348 T3S0

Bfl 1335 1328 133$

Turnover 184 (84|

WWI - London POX C/torme

Wheat Close Previous Hlgh/Low

Mar 141.40 142.55 142JO 141.40

Miy \*im 14385 143.60 142.80

Jun 143.75 144.80 14460 143.75

Nov 11IJ35 112.50 112.00 I1L36
Jan 114JO 116.70 U5.00 mao
Bariey Close Previous Hfgh/Law

Mar 139.00 139.00 139.00 139JW
sep 10730 108 05 107.50 107.60

Nov 110.40 110.40 11030

Turnover Wheat 333 (152), Barley 52 (27).

Turnover lots of 100 Tonnes.

nos - London FOX (Cash Sedsmwt) p/Vg

Ctose Previous wgh/Lovr

Mar 108.0 108.6

Apr 108.0 108£

Turnover - (-] lota cl 3250 kg

LONDON MSTAL EXCMANO* Ericas supplied by Amalgamated Motal Trading)

Close Previous fflgWLow AM Official Kerb close Open Interest

Atamfntum, 89.7+4 purify (S par tonrel Total dally turnover 33.627 ion

Cash
3 months

1187JW.5
1219-20

1195
1217-7.5

1197.5
1221/1218

119T-T5
1219-05 1221-2 168.011 lots

Copper, Grade A (£ per tonne) Total dally turnover 25035 tots

Cash
3 months

1530-1
1354-6

1557-8
1581-2

1541/1540
1589/1552

1539-5-40-5
1986-55 1553-4 157,202 tots

Lead ft per tonne) Total dally turnover 4320 lota

Cosh
3 months

288-8-5
208J5-&5

291.5-2.5

301-2
29025
301.51298

290-9025
300-300-5 . 2005-7.5 15785 lota

Nfcfcal (5 per tonne) Total dally turnover 7.928 lots

Cosh
3 months

8110-15
8175-9

611020
8175-9 818676160

8107-10
6175-80 0180-6 42545 lota

Tin ($ per tonne) Total daily turnover 1,530 Iota

Cosh
3 months

5775-80
5835-40

5788-85
5*4650 584015830

67788
5838-40 5840-5 5796 lOta

Zinc, Bpedal Nigh Grade (3 per tonne) Total daily turnover 15782 iota

Cosh
3 months

1088.5-7.3

1088-7
T0S4£-5J)
1065-4

10658
108711085

1065*2.0
1065-6-6.0 1086-7 62.723 tats

LME Ooefog V% Ms
SPOT: 1.4475 3 months: 1.4375 6 months: 1.4301 9 months-. 1.4261

LONDON BULLION MAJtJCKT
(Prices supplied by N M RomaeMhfl

Odd (troy oz)

5 price C equivalent

Close 331-70-332.00
Openfng 329.0032540
Morning tor 32930 229JOBS
Afternoon f»x 329 45 23LSS*
Qa/a high 33120-33200
ay’s low 329.00-329JO

Loco Ldu Meat, Goto Lendtog new (Vs US*)

\ rrvoerth 250 8 mortha 256
2 months 258 • 12 months 258
3 months 2.58

saver ns bflroy oz US ets equtv

Spot 236.66 36570
3 morans 28040 371.35

8 months 2BS.75 374-35
12 months 27050 381.40

GOLD COWS

S price C equivalent

Krugerrand 329.00-332.00 239.00-231.00

Maple leaf 341.80-343-85 •

New Sovereign 75504140 65.ttM7.O0

TMMD OPTIONS

AlmnMin (89.7%) Calls Puts

Strike price S tonne Afar Jun Mar Jun

12W 28 58 14 20
1225 16 43 27 00
1250 8 31 43 43

Copper (Credo A) Cans Puts

2200 S BO 22 41

2250 27 54 46 64
2300 12 34 M 94

Coffee Mar May Mar May

850 85 99 _ 18

300 38 85 1 36
950 4 38 « 69

Corns Mar May Mar Way

TOO a 54 . 19

72S 2 39 2 29

750 “ 2a 25 43

Breat Crede Apr May Apr May

WO 25 41 63 -

900 10 20 - -

950 4 11 - 33

New York
QOLD 100 troy oa.; S/tray oz.

Ooee Previous Hlgh/iow

Feb 3336 3208 3318 3305
Mar 323.1 328.7 0 0
Apr 333.4 330,0 334.4 3306
Jun 334.7 3313 335.8 3316

338.1 332-6 3385 3356
Oct 337.8 334.1 0 a
Dec 338.1 336.8 333.9 336.4
Feb 340.8 337J 338-2 3302
Apr 342.6 338.1 0 0

PLATMUM 60 tray oz; Mroy oz.

Ctose Previous Mgh/Low

Ffto 9SM 3SBO 0 a
Apr 371.0 368.6 371.9 387.6
Jul 368.0 366.6 360.fi 306.8

OCJ 363-5 363.1 367.0 3965
Jan 363-5 36f.1 3850 3656

6B.VER 5.000 troy or, cents/troy oz.

Ctose Previous Mgh/Low

Feb 3709 3884 368.0 3680
Mar 371.2 369.2 072.0 3865
May 373.7 3710 3745 359.0
Jul 378.1 374,0 37B5 3716
Sep 378.6 378.4 078-S 3T&5
Oec 3803 380.1 383.0 3786
Jan 3811 3803 0 0
Mar 388.4 3843 387.0 3825
May 3894 3873 0 0
Jul 382.4 3902 0 0

HIGH GRADE COPPER 23.000 lbs; centa/Jbs

Close Previous Htgh/Low

Feb 98.45 96.25 06.55 3840
Mar 96.75 98.50 89 09 98-80

Apr 99.10 98.85 99 10 9969
May 9036 982D 8965 9960
Jun 9070 3950 9975 89.75
Jul 100.05 99.00 10015 90.86

Aug 10030 100.10 0 0
Sep KJ0.6D 100.40 10045 10055

CRUDE OH. (Light) 42,000 US gaHSSfeemi!

Latest Previous ttgh/UMr

Mar 19.56 1938 19.93 19.62

Apt 19.56 13.98 1054 18JS0

Mey 19-58 1938 19.92 1956
Jun IS 63 20 00 19.W 1956
Jut 1070 20.02 20.00 1950
Aug 19.78 20.03 20.02 19.75

Sop 19-84 20.05 20-05 19.81

Oct 20 00 20.07 20.07 2060
Nan* IMO 20.07 2005 1950
Oec 20.01 2036 20.10 19.97

HEATING OK. 42400 US Balls. centa/US galls

Latest Previous Mgh/Low

Mar 5930 5663 5610 5510

Apr 5485 5535 5870 5*75

May 5420 5482 5500 5425

Jun 5400 5482 5490 5400

Jul 5*16 sm 6600 5415

Aug 6632 5632 0 0

Sap 5855 5846 6686 9680
Oet 5745 5745 0 0

Nov 6826 5630 5825 5910

Dec 5900 5915 6900 9900

COCOA 10 tonneatSfem**

Oaae Previous Hlgh/Low

Mar 906 892 907 990
May 938 925 942 933

Jul 965 9S2 987 958
Sep 996 983 906 990

Dec 1025 1012 1032 1025

Mar 1065 1041 1055 1065
May 1081 1082 1091 1081

Jul 1101 1082 1101 1101
Sep 1128 1109 1124 1124
Dec 1188 1147 1182 1182

COFFEE *C* 37.SOOIba. eentaAto

Ctose Prevtoua tfigh/LM

Mar 84.25 04-30 84.70 8226
May 87.00 e&eo 8725 86J0
Jul 68.70 88.00 68.00 87.05
Sep 70.70 0995 70.70 68.65
Dec 7aoo 7235 7325 7200
Met 75J0 75.00 0 0
May 77j65 78.90 0 0

SUGAR WORLD *11“ 112.000 lbs; cents/lbs

Close Previous Hlgh/Low

Mar 3-96 3.48 Me 8-80

May 9M1 9-01 9.62 9.26

Jul 9.59 020 0.89 907
OCX 9.17 8.00 921 9.00
Mar 9.11 a.78 9.17 5.90

May 9.10 3.78 0 0
Jut 9.10 &81 0 0

COTTON 50,000; cents/!be

Close Previous Hlgh/Low

Mar 62.63 61.48 82-85 81,05

May 6140 62.40 63.50 KL01
Jul 84jo S3 23 54.50 63 60

Oct 63.73 52.78 63.75 63 10

Otto 65.63 6161 62.70 62,00

Mar 83.51 f»gi 83£S SUU
May 6398 63.15 0 0

Jul 64A3 6160 0 0

ORANGE JUICE 15,000 Tbr. content*

Close Previous HlghfLow

Mar 6990 68.00 88.90 67.90

May 7243 72.45 TWO 7150
Jul 75.70 TSJiO 75.85 74.70

Sep 78-50 75.70 78-2Q 7120
MOV 81JO Si-60 82.00 8130
Jan #5-35 86.2S BSXO 8450
War 8&30 66.50 68.90 88.50

uay 8830 88SO 0 0
Jul ttJD 89.00 0 0

MUCH
REUTERS iBaseiSeptember 19 1991 »
100)

Fob 18 Feb 15 ninth ago yr ago

1787.5 1772.8 1707.6 T588.0

DOW JONES (RaM: Dee. 31 1974 - lOO)

Feb IS Feb 12 ninth aao V ego

Spot 124JO 123.83 -

Futures - 124.52 122.67

Chicago
8OYA8EANS 3.000 bu nun; centa/BOtb bushel

Ctose Previous WglULow

Mar 57 HO 5701* 57272 56951

May 573/4 572/8 576/0 570/4

Jul 578/0 578/0 579/0 575/4

Aug 580/4 579/0 soon 577/4

Sep SUM 580/0 581/2 678/4

Nov 567/0 508/0 63910 584M
Jan 594/8 593/2 595/0 592/4

Mar 801/0 600/2 801/4 600/0

SOYABEAN OH 80,000 tbs; cents/10

Close Previous Hlgh/Low

Mar 2096 2090 20.98 20.03

May 21.23 21.06 21.34 2089
Jul 21.44 2198 21.44 21.13

Aug 21.33 21J4 21.54 at-as

Sep 21.55 21.35 21-85 2137
Oct 21.81 21.40 0 0
Oec 21.70 21 80 21.70 21.43

Jan 21.70 21.87 21.70 21.60

SOYABEAN MEAL 100 tons; Vton

Ctose Previous HlghfWw

Mar 1772 177.4 1773 176.7

Uay 178.6 1 78.6 179.1 1779
JUI 180.5 180,5 1903 1800
Aug 161.4 181.3 181.8 1B1.1

3ep 182.4 182.1 182.5 182.1

Oct 1802 183.3 1804 183.0

Oec 1B&2 1863 1863 184.7

Jan 1603 185.6 0 0

MAKE 5.000 bu ntin; cents/SOta bushel

Close Previous High/Low

Mar 212/0 21272 212/6 211/B
Uay 220/0 2202 220/8 219«
Jul 227/4 227/4 226/0 227/0
Sep 233/4 234/0 234/2 233/4
Dec 240/2 240/2 240/6 240/2
Mar 347/0 240/S 247/0 24IJAJ

May 251/0 25 I/O 251/0 251«
Dec 24W0 34V4 249/4 . 248/0

WHEAT 5,000 bu min; centaiQOlb-bu'sM

dose Previous High/Law

Mar 381/4 364/6 383/4 358/2
May 330/8 34t/2 341/0 33810
Jul 321/4 324/Q 322M 3 IB/4

Sep 326/4 329/0 327/0 323/4
Oec 332/8 339/0 335/0 »1Z*
Mar 337/0 340(0 0 337/0

LIVE CATTLE 40,000 tbs; Wftta/Hw

CfOM Previous Hlgh/Low

Feb 89875 62.700 83.750 £1650
Apr 79.975 79.450 90250 78.400
Jun 73.125 73.650 74.300 73000
Aug 71.035 71.785 72200 70200
Oet 72250 72.825 73350 72.100
Dec 72.750 73400 73 800 72.550
Fob 82.875 92.700 83.750 92460

UVEHoqs 40.000 lb; cents/Ha

Ctoso Provlouf Htgh/Low

Feb 45.475 462S6 45800 45225
Apr 44.650 49.000 45.500 44.350
Jun SO ITS 50350 50.575 49.860
Jul 48.825 45.025 48300 45-800
Aug 48 350 49-450 48 700 turn
Oct 41200 41300 42.100 41.600
Dec 42.800 42.900 43.100 42.7W
Fee 43029 43.080 43.200 41025

PORK8EUJES 40X00 lb* ctmto/rb

Close Previous High/Low

Feb 38 62$ 37 700 38.400 30.SOO
Mar 38.800 37 .950 38 476 36.950
May 38.025 39.026 39.575 37.900
Jul 38.675 38.500 39.925 38.490
Aug 37 400 38 100 38750 37.250
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London stocks react to US setback
By Terry Bytand,
UK Stock Market Editor

SHARP reaction from both the
US currency and Wall Street
share prices to President Bill
Clinton’s warning of higher
taxes ahead pulled the rug
from under the London stock
market yesterday. A recovery
from early falls, prompted by
favourable views of the latest
UK Public Sector Borrowing
statistics, was abruptly
reversed and London fell
nearly 3S points on the FT-SE
too scale as the Dow dropped
78 points in early trading.
London's setback, driven by

a plunge in stock index futures
where the March contract fell
to a discount, came almost too
quickly for the bears to get out
of the market. But there was a
good deal of attempted selling
of the blue chips as the pound
climbed against the US dollar
in late rivaling*

The final minutes of the Lon-
don session saw the Footsie
rallying with the Dow Average
after regulatory suspension of
dealing in stock Index futures
on the New York market,

The final reading left the
FT-SE 100 down 33.7 points at
2A12JL, after dipping to 2,808
earlier. At 3009.5, the FT-SE
Mid 250 lost 13 points. Trading
volume increased as the mar-
ket fell away and traders
feared that the Footsie 2,800
marie could be tested today.
Domestic considerations

were entirely blotted out by
the setback in New York. Equi-
ties had opened firmly as the
January distributive trades
survey by the Confederation of
British Industry appeared to
Indicate a modest revival in
the UK economy. But the
ftpoint gain on the FT-SE 100
was replaced by a 17-point drop
as traders took on board a
heavy profits fall at British
Airways, a £295m rights «w ii

from Bowater and a weak
opening by stock Index futures.

Selling was modest and Seaq
volume was slow to climb to

400m shares. The mood bright-

ened quickly when news of a
repayment of &83bn on public

sector debt in January cheered
the government bond market
and prompted some economists
to revise downwards their UK
budget deficit forecasts.

In spite of nervousness

ahead of Wall Street's reaction

to President Clinton’s taxation

warning, the UK market was
only a few points off as open*
ing time for the New York
market drew nigh.
But all this optimism was

swept aside by the Dow’s
plnnge and UK traders
sounded unhappy as the Dow
continued Its fail after the Lon-
don market dosed.
Today and tomorrow could
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prove significant tests for the
UK stock market. At home,
investors are braced for the
release this morning of the
January retail sales figures
and, perhaps more keenly, for

disclosure tomorrow of the
unemployment data for the
month.
Analysts fear that us unem-

ployment could breach the 3m
total, perhaps even prompting
another reduction In base rates
‘'from weakness rather than
strength”, as one senior trader
suggested yesterday.
Today also brings President

Clinton's State of the Union
Address to Congress and
important auctions in the New
York bond market, as well as
the outcome of the latest
repo arrangements by the
Bundesbank.
After a slow start yesterday,

Seaq volume finally advanced
to 634.3m shares, of which
around 62 per cent was in non-
Footsle stocks. On Monday,
equity retail business worth
fell to only £864.9m, the first

daily total below £lbn since
the Christmas period.

fteoownt DmaSitg Date*
*nrat Daakkgc

Fob 1 Fbb 15 Mar 1

OpOoa OQdMtelOAa;
Fab 11 Fab zs Mu 11

Loot Daaengt;
Fab 12 Fab 28 liar 12

Acmm Dor:
Fab 22 Mar 8 Mu 22

Analysts

unhappy
with BA
BRITAIN'S flag-carrier airing.
British Airways, had a volatile

and busy session as the market
digested the company's third-

quarter results.

Profits for the three-month
period to December 1992
dropped by £80m to £20m. but
were at the top end of analysts

forecasts. The initial reaction

was favourable and the shares
moved ahead, with dealers also

cheered by the absence of the
feared rights issue announce-
ment
However, closer examination

of the accompanying state-

ments and discussions with the
company, which pointed to a
poor trading outlook, later
brought a change of view in
the City. The shares retreated

as analysts cut year-end predic-

tions. Smith New Court
reduced its forecast by £l5m to

£230m, Lehman Brothers came
back by £15m to £225m. and
James Capel by £20m to £200m.
At the day’s worst, the

shares were down 9 at 270p,

but afternoon buying, mainly
by US houses, prompted a rally

for a close of 3 off at 276p after

heavy turnover of 10m.

Bowater firm
Paper and packaging group

Bowater ignored both overall

market weakness and a poten-

tially dilutive rights issue. The
shares climbed to 497p at one

stage and survived the later

pressure on UK stocks imposed

by sharp falls in the US to

close 8 ahead at 493p.

The company announced a

one fbr-six cash call at 400p per

share to raise £295m and

NEW HIGHS AND
LOWS FOR 1992/93
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finance the 8434m (£305.6m)
acquisition of US group Spe-
cialty Coatings. Mr Tim Roth-
well, media analyst with
investment hank BZW, said- It
is a cracking deal. It is an
excellent fit for their current
Rexham business and aacmi to

be a reasonably fair price.”

Bowater also announced a 48
per cent rise in profits in 1992.

Glaxo hit again
Drugs group Glaxo fell

sharply in early trading yester-

day as the bears latched on to

news that the company Is to

cut the ex-factory price of its

migraine drug Imigran in the
Netherlands by 15 per cent.

Tliere were also recurrent wor-
ries that Glaxo is poised to

announce a big rights issue to

finance an acquisition.

Finally, there was position-

taking ahead of the announce-
ment of Glaxo’s. results tomor-

row and reaction to US Presi-

dent Bill Clinton’s address last

Monday which could herald a
tightening of federal health
spending. However, Mr James
Culverwell of Hoare Govett
argues that the stock has
become a hostage to fortune.

“Glaxo is out of favour but the
arguments are misinformed,”
he said.

The slide, which continued
through the day to leave the

stock 32 down at 667p on turn-

over of 6.7m, spearheaded more
general weakness in the sector.

When Wall Street opened
down, Wellcome lost 24 to 900p
and SmithKline Beecham fell

15% to 449p in the “A"s and
21% to 391p in the Units on
joint turnover of 10.6m.

Hanson easier
Conglomerate Hanson eased

4 to 250p after announcing
first-quarter profits of £236m.

5 G. Warburg Securities said

that even though the figure

included a £20m sale it still

came in at the bouse forecast

which was at the low end of

market forecasts and had
excluded any extras.

Renewed hints of a bid for

TSB rumbled on and the

shares added VA at 173p.

Lloyds, the favoured candidate

fell 8 to 505p.
Insurer Legal & General

lifted 4 to 456p on the back of a
bear squeeze.

Oil stocks dipped as a full

ministerial session at the

Vienna OPEC meeting, expec-

ted to agree production cuts,

was delayed. OPEC had been

due to hold a full session

which analysts said was expec-

ted merely to rubber stamp an

agreed cut In production quo-

tas to a total 23.6m barrels. BP
fell 5 to 262p, Shell Transport

14 to 576p and Enterprise 10 to

458p.

Oil and gas exploration com-

pany Pittencrieff jumped 28 to

351p on news it plans to make

its mobile communications

unit an independently financed

corporation mid will raise its

final dividend. The company

added that it bad successfully

completed share pladngs of

just over 2.1m shares at 312p

per share.

Aviva Petroleum closed 3

higher at 54p on positive *11-

FT~A All-Share Index
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ling news.
Shares in GEN bucked the

poor market adding 8 at 465p,

with James Capel said to have
been recommending the stock.

Confirmation by Lucas
Industries that it is to shed 510

jobs at its diesri operations in
ECnt led to renewed bid specu-

lation and the shares rose 3 to

I46p, though the company said

the move was part of its

restructuring programme.
Both British Aerospace and

T1 Group continued to suffer

from reports that American
Airlines may return some of its

34 Airbus aircraft. The former
gave up 7 to 243p. while the

latter lost 12 to 283p. A squeeze
in VSEL caused the shares to

jump 8 to 59lp.

Leisure conglomerate Pear-
son lifted 9 to 388p after a US
investment bank turned buyer
on the shares.

BZW shifted its recommends-
turn from a sell arguing that

recent cost reductions would
prompt analysts to reverse

their recent trend and begin to

raise forecasts. The house says
Pearson will also benefit from
the strengthening dollar - BZW
has doflar/sterling averages of

$L50 for this year and 5L30 for

next Finally it is looking for

UK cyclical recovery.

Sailing of the British Tele-

com partly-paid shares contin-

ued ahead of the payment
dftaHHrw next month and they

closed 3% adrift at 297Vip. The

fully-paid shed 3 to 403p.

Chubb Security added a
penny at 264p ahead of planned
presentations to UK analysts
next week.
Investors searching for sec-

ond-liner bargains in the food
manufacturing sector picked
out Dalepak Foods and the
shares rose 12 to 274p. Old
rights issue talk descended on
Cadbury Schweppes, 7 adrift at

462p. Profit-takers took the
wind from Unilever’s sails, the

stock tumbling 17 to H44p.
Positive press comment held
up United Biscuits, steady at

348p.

Continued bid talk in Alexon
was counterbalanced by specu-

lation that the recovery story
was becoming more credible

and the shares added 6 at 89p.

Concern over the US drags
market hurt Boots, off 3 at
485p. US economic worries also

impacted on Dixons, the high
street electricals retailer,

which finished 5 off at 2llp.

Other stores stocks
responded to a more positive

CBI retail survey. W BL Smith
rose 4 to 419p, Storehouse was
steady at 185p, Sears gained a
penny at lOOp and Marks &
Spencer lost a penny at 332p.

Furniture sales fared less well
in the report and MFI fell 5 to

121p.

Several leading leisure

stocks were in demand as
Smith New Court renewed its

recommendation that investors

go overweight in the sector.

Sentiment continued to
improve in Forte following its

recent financing deal and
renewed talk of acquisitions.

The shares rose 2 to I92p.

Granada Group found itself

in demand with several securi-

ties houses, including Hoare
Govett and Smith New Court,

recommending the stock. The
shares jumped 7 to 370p.

International drinks stocks
stood out with Grand Metro-
politan the best performer for

a second session as more bro-

kers expressed enthusiasm for

the stock. Among these, BZW
reiterated its positive stance
emphasising the deflationary

pressures on food costs and the

attractions of the group’s mix-

ture of businesses. In particu-

lar, the weak North American
food market was thought to be
improving.
GrandMet was boosted on

Monday by inclusion in Nat-
West Securities' Top Ten Buy
list, and the house continued
yesterday to recommend a

switch out of Whitbread. Whit-
bread shares foil 17 to 457p.

Other domestic brewers also

weakened, Courage figures
from Monday again casting a
palL Scottish A Newcastle lost

9 to 414p and Bass 6 to 567p.
GrandMet, 17 ahead at one
stage, dosed 8 better at 446p.

Allied Lyons gained 4 to 584p,

and Guinness 8 to 465p.

Building group Wolseley
improved 8 to 553p on talk thRt

S.G. Warburg had reiterated its

buy recommendation on the
stock. Meanwhile, Ibstock
Johnsen shed 2 to 47p on the
announcement of £28m
restructuring costs.

MARKET REPORTERS:
Christopher Price,

Joel KIbazo,

Peter John.

Other market statistics.
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EQUITY FUTURES AND OPTIONS TRADING

STOCK index futures followed

the afternoon slide on Wall

Street falling sharply after ®

steady performance eoriter in

the day. writes £*lKlbaz°.

Trading In the March con-

Jet on the FT-SE 100 opened

at 3.S54. This proved to be the

high of the day and March

drifted down, mainly due to a

lack of buying Interest at the

higher levels. By mid-morning

the contract had retreated to

2,846.

However, the release of Pub-

lic Sector Borrowing Require-

ment figures that were better

than expected provided some
comfort and caused a turn-

round In the contract as buy-

ers emerged.
Bat this recovery was wiped

out In the afternoon when
dealers In London, seeing the

falls on Wall Street as it

reacted to the prospect of

higher taxes, rushed to sell

March in a bant of almost
ponip trading. Having traded

at around fair value for most

of the day, the contract fell to

a discount which was as deep

as 6 points at the worst

March finished at 2,798, just

ahead of the day’s low and

with a foil of 55 against the

previous session. Turnover, at

12,151 lots, was healthy.
Volume in the traded

options was also good, reach-

ing 84,541 contracts by the
dose. The FT-SE 100 option
had 9,581 lets dealt, while
some 1,600 contracts were
traded in the Euro FT-SE 100
optfon. BP, the busiest stock
option, traded 2,568 lots, fol-

lowed by Tesco with 2,093.
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Current Unit Trust prices are avaJlaDie from FT Cityline. For further details call ( 071 i 925 2125.
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FINANCIAL

CURRENCIES, MONEY AND CAPITAL MARKETS
FOREIGN EXCHANGES

Dollar takes late knock
THE DOLLAR fell sharply In

late European trading as the

US stock market fell in

response to President Clinton's

Monday night address, writes

Emma Tucker.

Strong signals from the Pres-

ident that he plans an early

assault on the budget deficit

prompted fears in the market

that high tax increases would
stymie the economic recovery.

"The market is worried that

President Clinton's plans to

increase taxes will slow down
growth and depress company
profits.” said Mr Brian Hilliard,

international economist at
Societe General Strauss Turn-

bull.

The dollar sank over two
pfennigs to close in London at

DM1.6315 from Monday's close

of DM1.6590. The US currency

also slid against the yen to

YU9.65 from a previous close

Of Y120.9Q.

Sterling benefited from the

dollar slide, closing almost
three cents higher against the

US currency at 71.4475. Mr Neil

MacKinnon, chief economist at

Citibank in London said ster-

ling was enjoying a temporary

respite from bad news on the

economy. He added that

today’s retail sales figures

were expected to be quite good
and that the market had

C IN NEW YORK

already priced in a month-on'
month rise of about 0.6 per

cent.

A Confederation of British

Industry survey earlier this

week suggested that today's
official figures could show an
even stronger rise. The slightly

more optimistic mood was
reinforced by figures showing
that the government repaid

£3.83bn last month. Although
the figure win not alter general

gloom about the state of public

sector finances in the UK, it

was better than forecasts for a
£0.9bn repayment
The pound was also higher

against the D-Mark, closing a
pfennig up on the day at

DM&3625. In early US trading,

however, sterling lost some of

its gains against the German
currency, with US dealers said

to be sceptical about yester-

day's relatively better eco-

nomic data.

Trading in other European
currencies was quiet although

the lira suffered from rumours

of a corruption scandal and
reports that last year’s budget

deficit had overshot earlier

estimates by Lll^OObn.

“So long as there Is a ques-

tion mark over the govern-

ment’s ability to push through

its privatisation programme
and bring down its budget defi-

cit there will be problems for

the lira," said Mr MacKinnon

It closed at L943J against the

D-Mark down from the previ-

ous close of L935.0. Dealers

said the next technical resting

point for the lira above a close

of L945.Q would be L990.0. Pres-

sure is said to be buildup on
current levels and if political

worries intensify dealers

expect the Italian currency to

lose ground rapidly.

The D-Mark was mostly
stronger, climbing higher

against the dollar, lira, pound

and yen, but it retreated

slightly against the Swiss franc

after Monday's firm close.
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EUROPEAN FUTURES
markets were buoyed by yes-

terday's news that German
civil servants are to receive a
lower than expected wage
increase next year.

Mr Hermann Otto Solms,
parliamentary leader of the
Liberal Free Democrats said

civil servants would get a pay
increase of 3 per cent to take

effect from May 1. This was
less than the market expected
and prompted a 8 basis point

rise in the March Euromark
contract as dealers weighed up
the possibility that the Bundes-
bank would cut rates earlier

than expected. The December
French franc contract rose by
about 6 basis points.

The small rally was given an
extra boost by a market
rumour that the Bundesbank
would surprise everyone by
announcing a rate cut at its

council meeting tomorrow and
that the next set of money sup-
ply figures would be towards
the bottom end of the central

bank’s target range.

German call money rates
were tighter, however, as
strong outflows of fluids for
tax payments continued to
drain liquidity from the Ger-
man money market

In the UK. short sterling
futures stood on the sidelines,
trading in a very narrow range
while longer dated interbank
rates were virtually unchanged
on the day.

However, this inactivity
masked some stickiness in

Bank of England operations
where the failure to remove a
large liquidity shortage pushed
overnight rates to over 6 per
cent.

In the morning the Bank
announced a £950m forecast
liquidity shortage, but did not
operate in the early round. A
squeeze on rates at the short

end continued when the Bank
revised the shortage upwards
to £l.05bn but removed only
£S0m. Tensions were eased in

the afternoon when the Bank
more than removed the short-

age by purchasing Sl.Olbn of

bills. The overnight rate then
dropped back to below 6 per

cent.

Some dealers speculated that

the Ba&k was underlining its

desire to support sterling at
current levels by deliberately

keeping liquidity tight, but oth-

ers said the failure to remove
the shortage in the morning
reflected reluctance among
money market practitioners to

part with paper.

The March short sterling

contract stood at around 94.05

at the close, Mr Nick Parsons,

economist at the Canadian
Imperial Bank of Commerce
said he expected to see the con-

tract drift lower to around
93,82 over the next few weeks
as prospects for a pre-Budget

rate cut receded.
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CROSSWORD
No.8,079 Set by CINEPHTLE

8-15. 20, 30. 3-12, 6, 20 and 18 form the Midwest, as it were
ACROSS

1 Copper eaten by missing
insect (6)

4 Posh doctors in boat give pan-
tomime (4,4)

10, 29 Impossible solver's biogra-

phy? No way! <3,2,4,4)u Singular play, one of three, in

competition (5)

12 Spring fit. .. <4)

13 -it's concerned with one in
stillness (10)

16 Court scene on most of either
pole (7)

16 Fraction of altitude, start to

finish (6)

19 In disorder just the same? (6)

21 Garment, opposed to trouble,

creates self-confidence (7)

23 Gather, from “Mu", a cat -

due's terrible (10)

25 See 10
27 Island of historic or future

importance (5)

28 Attacher Is a rogue entering
obliquely (9)

29 Town - first answer’s a port
<a>

30 Leicester’s useless grassland

(6)

DOWN
1 German army reserve uses

lard when cooking (8)

2 Cowboy with pet model sweet-

heart (9)

3 Grains called George (4)

5 Lift refined eulogy (?)

6 Eller docked with Chinese
radio operator in city GO)

7 Harbour own name? (s)

8 Pack tracker? Could be you
with initial change of direc-

tion 161

9 Rule: N tinder G? (0)
14 Where river ends with foam?

(2A5)
17 "Ta-ta, hills!" shows nothing

remains to be done (4£3)
18 Where one’s ignored on the

garden line (8)
20 Where cabbage salad turns up

with everything (7)

21 Crazy one beset with folly (6)
22 Party organisation, as

removed from range (B)

24 Song rrom America -

“Rolling home" (5)

28 Stead with tenant M)
Solution to Puzzle NoA,Q78

uy;QyoaaaaQ yyp
a a a a a e e a
OH oa anoflaQDQG
13 a a a q a o
QH QDOaQQ CBOQB
H m a a a oQQ Sana qddh
U H Q 0 0

QQQQ CI0QD0O a D B D 0Daoo aaaaciQDQQ
O a a a a o
aaoQ0QD0 EHQQQ
a a a a e n o
onB BOQSQaBDCIO

»
f



«Y

Mttr!

Nh
FINANCIAL TIMES WEDNESDAY FEBRUARY 17 1993

WORLD STOCK MARKETS

cicuibmms-
QeSsnaRK—.
EAGouri
«*——

—

DbM*

Rmvaaim.
SkirfaMr

^ 1'jho zsr
._W\ ,u
-3395 ,50
— ** +8
— 6*9 *17
-Itffc »i
-338 •?

— '.1*0 _
-211
— 264 +8
— *» *5
— 335 *11
— 3335 *4Q
-urn

BMBhOtall
Win CANADA

{ i # i * i

MMiln
Bm Gen Lin FIB ..

OMDaKdBll0_

DadaflPifc —
&*Wt
DteetnFaLtai-

£ce Gai Mg»__
Sac Dsn BMpa NV.

UCS .

lUOnlUM.

Fn. *»-
ZZ'tko 7

i860 _
—— DJB90 -20— 2JB5 +10—— 11*00 I— 15500 _

-050
14.700 *75
0,4*0 +40
1*00 *36— 050 -— 103 -1

5JM ,10

1J374 -IB

__&*C0 _
5JM> -20

MOO JO— 3J*5 .10— 1050 -— 1JB4 -10

7,730 *»— 1700 JO
3£S0 -30— 1730 *10— 1460 _— 1250 -— IBM _— 1,430 .«— 13.100 _—7sn jo— 18« -S— 314—**» -80— 4.275 *®— 1180 -IS— 2.145 +40— 117425 -75— 1*9M +4— 11576 -TO—M» -40

2S*2S -70— J.2*l -B5

CPP
Cura*

Bosoms
Cenudnute..
Omtour.

228
Q*« R«Co—— 13*4
OcOLMnCI 530
gWWtf 387*0Mmtm« ij4D

S»~ 1470ma amnes— 415J0MmWOCk 282
BF 8M
EfcaCteGeal 2288
Eew +1?
BMaAtoi 347
/lAatteeCate—-.240

1J8EBU»4« 020
ErtlbMOJva 482W»« 430

P*

—

ijsoMm uca
gooses -443
g»Ml"e» 74*0
HnPtW 500

12040
tacipmte* $08
BWOMM Min
BIHhhb 383
GAUivttto—— 1*00

43*
GaeAntm 564

ass- «£«UU— . - .403
bn do Fanes— TMf*n 045
tan*An* M3nun— «aHrtMH 4£S
U*H 3J00
imoBOmw 337.18LUM— — 1*35
fww— 4J49
U0M 187JO
ItbibEm Danaz— 431.7Q
toto/nawk noHMB 188.10mum bo
tateteoaMta 801
tort EM in
ftm- HO

""
MiBamaqW—— Z708D
Pence Halt 370

Ow&atBam
(Mof-MM-

feummiTti)-
totem QeM—

.

turnanmu Pit

Hidfa

WUmPh
Hate
UbWaW.

KHO

IMnrHmr_

Bob UKB DuMQ—
BMnnoraoiAs-
CSKDepta
WF

kM
UQEnDnB—
HOI
HMD
PluuunliA
ftwnteB—
SCAA
SCAB
MFA
Sfl
gUMBlA
BnMnB—
SknMMC.

StaKkmA-
anKu|.

58b Stock Hgb Low CtoaaEteg

TORONTO

4ptnctasaFa6maryJB

tonata*hmb rates marten J

36000 FSWBPr 514% 11% 13V -V
38400 AflrtcoEa SS? 5% S$^%
22300 AtfCtii 290 278 280 -10
30300 AJbrtaEn *17% 17% 17V %
2B0Q AKNSas $15% lSV 15V -4

274000 Atom ft S23% 23V 23V -V
578500 An Bar Kl% 20% 20$+%
213700 AW 01 $11V 11% 11%

SUE Stock

10000 DantsonA
2000 (Man
89900 Dcfproi

167700 DondraiTa

21500 tartar he
7300 Du fora A

10600 DmM&cA

23800 Earn Lai

1600 Eulra
104100 BcoNn

Mm* tack flag) _1

MUB
IM1HS7I1-

Sprt«vAniF
Bod Bate—

tend-TanCM.
iMHrMmn
Dnvenc

BU nn uMftiBE-
SSSlI: -in
oteiraDepfera

—

WO -

tbKteramDplks.HnplHlmi

—

mmsBuim—

jauBHu «
Ungual 8380
ta»M — at
Boa FnN 2&G0
MMurt MfCA Fin 151

Kwaafrae res

LHrHoxtfL 73
MrttWAa— — 18450
Hunts SM0A Hn 8850
DddaFtn 1M
HHnEonA T75
BwMAFrw 72®
SagaPMfiRaa. —72
SMB 88
IMw SB
tea 3450
HUHnAFtns 80

awfi—-is
muntar m
othm Urtog <67SUM 1JM
BnaDMim 1830
tom Snort Pb 784

Bran fend tog 782
CSMU «. — 1130
cat MgrH b»
CBtUwiml 843

BHMp), —1510MM tom
FUaEalM 725
Forte (Br}— *1000
iwdmanw fin

<80

WhltoMi 530
LMHrtdm ,810MMUM (CO
HMeSr) 14)85
nsfcSn— i.ow
0crt*lfim__4M
TttaWH- 1.1TO

PMUAbam 1800
PM ft) 222
HfeMwttAM 1240
nadam 1200
RoCUttnuU- 4.170

SGSStotnm 1JIG
SIMM — 1JH
auteon 3.150

ante pig CU-—.1120
SHriuM— 3.150

WWHrPbC«4— 770

BtitaMSc
1 ^

KElf* ^
Bastmae $iz
BMWbp sisv
Bnatoa 60
BmcmA til

Frtiraf M
AanrgtetodA—
team wow tog
BUM-.

»
535

sa
100

5

Dunra._. 70S
Dan Hants auk.
EMAWto
FLSM0 _

200

0080
-2

+10

GranMink
BSM5toB
Jpte toft tog

346

1*30
226

+2

Latent)) B, —
NET A/S

1*00 -1D0

Mm Man) 0—
saetraamndA—
SaphnBerandB—

406

434*0 -450

ShbRnaM-
SocEmnbifcR-.

BnUHWc-
BandHtaa—
Banco Lome—
BamatH HBS—

B^DPtoflU-

TuOmiartt—

PteawyM ton +ar-

/torA- .109
Oterl. 04
£b»h a

+1

MdSMtfl— 182 -«

— -02 1
-

texu SI

TuVdM—
UotafikC

1150
110 ~*0

spbBunau.
SUKfl3nH8—
UBIWr
TtamaaCSF-
TUBW— —
IFBBUM
UUI
iWoBbronn*

«6... — — 170

AGMCtek 406

AMUUbkfba 075inM 185
AHUM ,— 541Uo——.806
AgtrW 406

BASF 20.70

BnAgrtcflbi—
aranteu—
£ndan(Bn—Fun—
rtnoDtuFUa.mmmu*

IHHSar2_WUn iau.

PH. •*-
-4J20 40
-945 JO
-1.173 -2S
-1770 -26

-12DS -7S
-1890 -28

* 134)00 -300

-4JOO -*5

-2J80 -16

-MB -40

- 4,730 -28

-U30 -GO

- 1285 -45

-7263 -55

-12S 4
-4,105 -100

.730 4
-770 -30

- 11* -
-770 _
-4JSD +50

-1830 -80

-3JN JO
-1870 -70

-1600 JO
-88 -a
-340 -15

.430 -7

.4.130 45

. 1140 -15

-427 —
.470 -7

„13S +00
.771 -28

.520 +1

.123 -IS

.1.105 -as

BWI 27150

8ar*-Hm~— na®
am bo 5iijo
toj«MnMfc~ 48150
DnUUorf 105
BnSmBa* 26150
BnUrltolL— 110
HHFto* 443

nlBur 925
ODtanb Kodmoi—_B70
tUHtewuW—_B»
Qmwolnii -.273
aUWHAG 220
0l».. 4*950.guu Mia

s<Ua ian
8UPHH. —. 11500
EH Em 05®!
SM— —681
SdkBPO 1.1X
MEi . - 12B0
TOreAofcr 25JS0
TMRMU 17730

IWc —7730

Aral— 414
AmB— —412
AtfaA 718
AUB 70S« CopcoA 3T5
ARM Copra B —21]
BecWtaB 222
EnramB 218
Emma mb
Sanaa— ..na
6MCnB —354
HwasSMB 155HUH - 3550

BUtBokPApI—— 335
Mra RHafU— 687
fiaugMMim—_ in
IKUBUM B27
MUatuni— 017

tertcu ltt»
irt*k»Prt— 1210
ZUnbam 1jB0

ABB 179HUM 140

AoBtoMcn as
AmbUCbv 0050
AUaAaBM ITS
AUanalH 80
BMMtad 4160
BafW 2181
l»U. 7778
DaBraniCMnray flam
DcunkGou 1*5
DMU1 *
Gmnuon——<
BartmU 1250d
Bub 02
FUMKOM— BB
FluSMCmOdd. BUS
c—

-

1 a *»

OUUFHkbSA BOB)

HMtbM 100
wumsM— s
Ban 078
Brora Mil . an
DUML 37

UkMtpUH&A H
MUM 44 THmm .2075
OKBUM B
PAtaaU0~- to
Pram Ep 4850
tomn#Bb_a»M
teuton*Cltt—__UMtUM 0779
aumuiteM*—8550
srarnffluo—— 14250
sa Brawn— m
SAMutoara 18
TlpraOn— —4750
HH0Ml**K 18
iMtab MW
teaun Bu 1W

% i
$12 11%

S12V 12
60 48

$11 10%
28 27

$19% 19%

1* %

518V 18%
45 43

*27% 26V
*20 25%

$17% 17

So]! 2^
*21% 21

*27% 27%
2E 25

KB% a
*20% 020

495 460
*7 7

$43 43

65 B5m 0160
480 480

516% 18%
05 01

$16% HV
140 110
278 288

2700 mm 370 -
21500 Mwtttei SB% 8% 8% -%
2900 Faming *13% 12% 12% -%
70400 Fat Kara A 511% 11% 11%+%
1800 Fortltx *24% 34 24 -%

STOOD Fora Serai 51BV 18% 16V +%
277700 Ranntkw u$35% 32% 35%42%

HW» (w DnBq Sake Stock

71 27 27 115300 Machnde
500 496 496 -5 131300 teem 2a

SI2% 12V 12% -V 103700 Haora HA
MpTufttase% 8$ 8$ % 33300

S6V 6 6 -V 10600 Mart 1ST

S4DV MO 40 -V 600 ttak/tn
385 37S 395+15 9000 MPStttiB

s&v
S7

*12
n
12

8%4-V
6$ -%
12 -J2

132200 MHfiBIWn

4600 Mhun
72900 MBS C«p
53000 MotonA

$16 is% 15 89700 HBOraQip

370 365 385 -10
109600 Mueoidie

MgO Low cnmChM

SS% 5 5 -V
S16% 16% lb1? -%
*40*4 37 3fl-Z%

S13V 13% 13% %
$20% 19"4 19$ %
-no 475 <75

SI5% 15% 15% h
$12 11V 12 -%

515% 1b 15%+1%
232 221 225 -fl

52SV 25% 25% •%
S2Q% 19V 20+%

3WD0 GtenQd $6%
115000 UdnSbr £9
29700 GtongK 210
11800 GWUtoat $15
9Q300 BMICdaR 385

TOO GWUtto 500

7 7

16V tbV -V
*1 +%

8*2 8$ +%
200 200

14$ IS +%
385 370 -15

0500 512%

falBi, for
DbbbMA

Nt^Mg
Wi lets

8 8% +%
475 475 -5

8% 8V
1BV 18% -V

25 24%
16$ 17 -V
52V 53% +V
00 80-5
6% 8% -%
15 15
6% 5%

3300 Harter 3d 521 20V 21 -+1

17B400 HattRIl
2B1B00 Hark 6* g% 7

7%
7%+*e
7$ +V

3500 Hcarate S10% 10% io% -V
12900 Human 613% dl3 13%

730800 Hora/ani 512% 12 12 *V
300 tetaOwUlS 551+ 9V sv

60500 HudaoraSw S30V 30 30V

53500 buco *39%
22500 bipoa 543$mm bw

300 MUranir $7
56700 Hpiflfie uS2A%
41800 hwnt &p SZ7
3900 tocoA 390

900 Jannock *18

18700 KarrMO: 518%

608200 LoUt 526%
£54600 LacMto S7%

300 Urtarge SlBV
1700 IMdawA 911%

330800 IMdaarB $11%
300 LainntBk S19V

77400 UaxrrtOp 3DO
629000 LrasanHr S9%
39400 Lotte* *21

V

38V 39% -V
4A 43V +%
29$ 29$ -V

i
7
S +

26% 26$ +%
370 370 -10

15 19 -%
18% 18%

25V 26% -V
7 7%+%

19V 19V -%
llV 1lV -%
11% iiV -V
19V 19%
500 SOD

9% 9% -%
21% 21 % +%

15400 Oman) 57%

163500 PWACorp* 02
57700 Pattern A 225
2500 FBtthFW KSV

S Sw" So
28500 tew Crap *15%
2500 RmerM S20%
1600 QueOecorA $18%

2100400 BanoarOB SG%
20900 temxh US11%
1500 teHSSWi 534

89700 ReamanS SIS
241900 Rsn's&nce $21 >2

96800 RapapErt 335
23600 WoAloon 519%

333400 fluradnS sis%
500 Etatham £191

157000 RnyUkCan S2GV
692800 WOaklto 2S8
493500 Rfdratco 173

7200 SHamCmA S7%
23300 Scaptrefb S6%
2200 ScedPgper $11
2800 Stotts HM *9%

807700 SeapmCo *33%
37900 SflBisCns *8%

Si £$
56 59

190 no -10

34% 34% -$
10 10$ +1

llV 12 -V
17 18

17% 17% +V
465 480 +20
15% 15% %
20% 20%
1B% 18% -%

6% 5% -%
11 11% +v

33% 33%
19 19

2012 20$ .%
305 33 -ID

19% 19V
16V 16% -V
101 101

24$ 24$ -1?

237 257 *18
154 165 J

7% 7% +%
BV 8V -%
io% io% -V

Sam Stock W08 LOW CtosaCtog

3600 StaKraiA S33$ 33V 33?4 .

lasnn shemaa se4 6% «% -H
57500 9LSyst S9% ev
1500 SWCGnw S10% to 10% -%

12000 SonaaGU 18 1R « .

7B200 Saratom 515% 14$ 15 -V
27500 SuarAOD 517% 17% 17%

384600 EUteA Z2» 20S 217 -11

53300 TidanwCfl 317% 16V IBJ -%
23500 TachS SI8% 17% 17^ -V
18300 Tateoiabe uSISV 15% 15% -V

384700 TehnCnp *13 12^5 n?a
.

276800 Ttwraonx S14V 13$ 14% -V
22*400 Tor Ocrn BA 516*4 13$ 16 -%
47700 TnretarB 521

V

21% 21%
3200 TramPNAra 50% 8V aV

36500 ItensARa SUV 13% 13%
.

1213300 TranscarP $16$ 16% 16% %
407300 Tnmac 11% 11%
121900 TdacA 221 205 221 +6

70800 UAPA $16% 16V 16%
400 Mefiap SS6% 26% 26% %

68800 uuaTambit 515 14% 14% -V
72400 Unha SIDlj 10 10

06600 McerayRi uS6$ 0% 6$ ,
232200 WCD03E 51 6^ 16% 16% %

1300 Waster Gea am* 36V 36V
4000 WRB iiS16 15% 15% -V

I No ictho rlghc or nsrfcal wthg rigtos

MONTREAL

4pm dase Feonary IS

JE 1 S'
*33% 32% 32% -12% 32% -V

sv BV -V

353400 Oanbdterfl 512% 11% 11% -%

22900
143000

200
16000

Canter
CanknpBk
CanMorcau

Cnscadw

512%
S27V
$13%
57J4

St
St

12% +%

%i
5600 DamkiTitA $9 8% 8$ -V

B400 iwatti S11% 11% 11% -%

61800
1200

Meek can
PuetecorA $1%

a

1BV
0% *%
isV -%

27600 TetogtaOe $15% 15V 15% -V

34700 llnha 510% 10 10

15700 VkMmn $10
ToM Sales 26.189*00 mares

10% 19 +%

INDICES

NEW YORK
DOW JONES Feb Feb Fab Fab 1W«TO Since compBaBon

12 11 10 B HK3H LOW HK3H LOW
hUBW 339243 3422*8 341242 341488 3442.14 313156 3442.14 4122

(V&B3) m

m

(5(2193) (truss
ten Boat* 1050 10587 10187 105.74 M&8B BM1 105SB 54*9

(12/2/931 PV3/B2) f12ffl93) PFHW11
ItoMDIt 1570*4 157228 T556.T7 1BSBL40 1ES8J1 120(40 158181 1232

P®83) (25*93 (8093) W32)

lAMt 232.16 Z3Z20 232*1 0247 234.16 20174 21823 1050

(4093) 5<W2) enmj wzzi

W M. Dob MOD 80119 (345580 LM 837111 (308*4) (DwoMtolM
D^T Opt MBSB (344209 Lira 3U243 (3411*01 lAdaM*)

STANDARD AND POOR'S
DuUtii 44491 447*8 448*3 44133

)
448*0 30430 I 44SL5B 440448*0 304*0 449*0 4.40TO (S/V33 wm fUBOO
81143 470*1 51143 3*2

draw JiWffi) mm ?l/B/32>

44*2 32*0 44*2 164

(40/93) met (40931 (U1W7rt

347*0 217*2 347*0 4*6
MOW 1EWS3 (4083) (25/4/4S)

41199 364*5 41ft® 2131

(12002) (anooB (17092) 9mm
76U5 5*7*4 70106 54*7
(4/2/B3) (28/BIB2) wm 131/1 0/75)

DtoloUMlinKnalll

85 F MtouM tfr. ykU
54 PM PKiM

Jan 29 year ego approx)

3.T3 2*2

to) 27 year ago qpproiO

2*1 254

NEW YORK ACTIVE STOCKS TRADING ACTIVITY
Stocks Closing Changs
bated prtca on dey

.. .— . . ,-y .
-• t. r.

.—; i o. .. : , iw *

C' t'! *•-
•’ > 11 t 7 . «

JAPAN

MhBbW-
AraadaCa—
AramCora-

AeWOiip—
AaframligOnp-
Amnacoua

AsMQara —

—

AUiDparai—
Aacs Cara

geteten

—

mnratem
Bnavima

w. BniBwM.

t»
orasFood —
Cabo*--

—

Cmcu
ramSdea-

—

CBtoComnCar—
Coral Fauna) —

1JBI
-SJW

... »1
713

356

CNtaB**
cmwjitap— 010

1*61

CnMxbn»SM..
QnduPPiR
OAjraPtWK—... 2.43— ija
atap*nBPn«o.
CBrapwram.

—

DraaKCMaicra—

wi

43D

DaMtc
Oteto. -

DjitNKflOnoBt-

_ .803

-_.1J«
..ITS
... 1*«

ft>ini n*

—

DaAcyanc — —
Datum Inc

Dai Mlteoa Hl —

.

. .671
--B58

GW
...385

IWHppanlW—
Mywpiff-

UK
an

_ 1*51

ta Iona FAM-

Drawsnan _ .T»C

OemsJapan ..

DnalaiAIM
DctttocmCa —

. 13K
30*

. . W£

ii+r«( rarj»
hortragov
r^Sccano

l iguana mam.
FvlaKste

LraOuni . ..

i-if Jfmi ..

rjrcrOao
liHlIXoS

teU'Mto _
ttvacra ..

tetjfttslfc!

+«.-(L.-B4a_

ittMlMOk.
K.Ttn,-jja«j

KKB-'aora
Hite Cate
lari***

.

Wteitete
HtKfrMU)
icons can

-jncie
ttTjiAHn..

’sfCT+'ee*

non 300Wan-. .an
TaMraOn DB0

te flote Cbm to— B2>
TUttuCora »*
TUWWBlL— 574

ToAjoBU) 1,100

IdgeOTulte U»o
TolyaDoan 1*30
neyoBPw 25B0
TUaBacku 1*00
IttqaBaa 401

TotsDtea Bte

Trajosara z*«
IrigaSM 1*»
Tuba Car— 427

TrtyuDotp E77

lUqeton 400

HranQ»p-„ 1*79
TramFiM i*3o

SBe=a
TooUGagSOMIr— 875
TototoMKHaray GTE

DaMo 772

TaUCap 3«
Tfik «n
tetotrat—

-

— 404
Ibietetoulara— iJiO
teato «a
raptemi -1®
tusotoi am
Toyota torn 1*50
TojcTbSft* 301

TOotoABa GG0
TMaMaadnlln 461

TtemB «0

(URlWMn 4*05*00 9% + %
Bra Mason 3*40*00 40%
Stndto Loan 2*00*00 50% - 4%
An Eqnoa 2*28*00 24% - $
Muck 2*07*00 40% - %
ADV Men 2*81*00 21% +%
Ogr m 2*93,000 10V «%
Fooorti Haalb 2054*00 83% - 5%
C*Mt 1*37*00 32% - 3

One MH 1*21*00 IB

t Vtahani
Feb 12

MUn
Feb 11 Fab 10

Hew fork SE

Amu
nusono

217*63
15.724

214*01

02*70
11514

235774

248*00

21*23
259*09

MVSE

mum Trated 2.433 5480 2*49
/tea 744 1*78 948

Mi 1.10S 7BB 000

IWtegH 684 613 617

New M0Ib 704 BB 79

Hew Lorn 13 15 15

CANADA
TORONTO Feb Feb Fab Fab I9ng/t>3

15 12 11 10 HK3H LOW

2S7*3 2931*0 20(7.11 550*5 323B87{18n«( 2SUU17711/B9
3442.10 3445*5 3443.17 34420B 380560 fWag 31B5*0 (UnilW)

1783*1 1701*0 179098 1780*8 1037*0 (16TUBQ 108116(14/10199

Meant
AutonUW

—

Aalto km
BHP——

—

BIDiyn>~.

—

Bora

BoamUOau-

AU8T7MLIA
AI0a*nW(Vi«3
AI)te1Dl1A«l

JtUSTMA
OUt Mafep (30/12/04)

Haded mu (Zftmi

cuuqoi beanm
HNUINO
IB 6MOI CBnaBB

FRANCE
C/C Gram 01/12/81)

C/C 40 PT/12/S7)

mMfmm
FAZ*tei(3V12m
lUmntte (1/12/53)

PAX 00/12*7)

HOMO KONQ
leng 5u BU (31/7M4)

IRELAND
KaoraiWlWi
ITALY
Bna Cra. OU1B73
ia BeoU 147170$

JAPAN
MM pG/SMM
1tte>K0fl04(V1«)
Zral Safltn (4/HBB)

MALAYSIA
B5E tameU (4HMB)

NETHEFtLAFOS
CBS 1UB.QBLffld 1983)

CBS M 3b (Fra HB3)

NORWAY
om a ton (an/mi

PMUPPKB
MrateCoBitpn«9

BHOAPoas
SES AB-Onpapora (2W7S)

SOUTVi AFRICA
JSEGoU0BWnO
JSE WieaM PMWB)
SOUTH KOREA”
Krai Caw to. W1/B0

ItoMd g Q0/1M5I

smssm
Mmwmm su. naan
SWITZERLAND
3tU BU kd- (8M2/5N

BBC tonaral (1/MB7)

TAIWAN**
Wetftod Win QWfflB)

7HALAIW
Bun* set sown)
WORLD
M*. CjMMffiWg$
Era Toe-100 Cto/Brt

-SUd«Mran((2Tran1
YSra*anateHacnteU

Fab Fab Feb Feb

16 15 12 11

1B121 15915 160U 15991

027* 0196 0217 622.7

tie an 33SJQ 332.74 rrana

ni18 001*3 701*1 78275

19B2.B3

rtCM
j LOW

1dB4*0 (225/32) 1357*0 Dfini/S)

Turn anna &>«

45157 (24/2/92) 291 41 lUlTZ)
109BL43 Q4/2TO I 00236 (111W3

1207*7 1211*5 121253 1215*2 1235*0 104607 (2/0798

2B4*5 2B4*3 203*3 202.14 38529 (15/1/33 250.42 CBfflWa

020* ni* B262 MU 163190 (24*33 541.00 (7/01921

501*3 603*1 50126 501*3
187117 108140 1911*7 1005*7

65413 65226 B5335 64170

185220 104680 105120 1037*0
1864*2 166471 1661*3 1t6l*5

565*3 (I2fi/S2) 441.70 (771 Of®
2077*0 (H/MB) 1611 *4 (SniMl

72126 (26/5ffla 56581 (T2n(V32)

2043*0 fiSmil 1894*0(12/10/02)

1811*7 CSI5/S3 1420*0 fVT0/B2)

8065*2 004144 565115 5857*0 6447.11 (12/11/08 4301.79 g1«a

1277*8 130200 129161 1319*7 14B157 (17/U92I 1094*6 (MIWB

500*7 50025 48213 407*2
1105* 11IBJ H67J 10710

1601132 17117*9 18051*1 0)
129233 130P.7C 128198 01
1605*8 1096*2 100130 05

551*0 (B/Tfla 354*3 flflfflTO

imOD 10/2/83) 002*0(11/1/83)

23801.18 (fl/1/92) 14309*1 (1B/B/B3

1763(3 10/1102) 110250 (1BRR2)
245085 0/1/92} 150277 (1B/8/B3

B35J1 834*1 035*8 835*4 | 60135 (501/163 I 548*3 (14/1/Ba

3065 309* 3014 3008
2013 2083 2083 2016

314*0 (BW92) 274*0 0/V02)

21550 p6B/92) 18170

717*5 719*6 72730 72473 772.74 (taa/W 532*3 CMVB2)

1411M 1W0) 1404*6 14IB*1 151*5 pl/MO 10BM1 1170/92)

41118 41126 41017 41170 41139 (ZU1JB2) 351*1 (2VIM2)

1327*0 (71/7/SQ 74100 plYIVBa
4881*0 *0/82) 383600 nWlWO

709.77 (81/93) <59*7 |2W9g)

2Bi5i gaizraa 17940 emwa

1014*0 pi/WQ B3B0Q (5/10/021

0<T*O(15m$ 748*0(3/1/95

722*0 (15/2BB 596*0 CSJMQ

5381*1 «/Wa 3PB843 0/1/9B

996*4 (2S/1/B3) 687*4 nawe

54210(771/021 *67*0(8/4/82

1

076*5 66038 "772*2 (5^083

trtedtod M 15*9 GMT.

41110 41 026 410L17 41170

700100
4583*9

961*
4550*

9948
4672*

1017*

4003*

6722 077^ 08140 061®

233* 238.70 236*0 07*4

004*0 9B3.7D 061*0 00190

9*7*
7J0J

9(1*

722*

909
721.1

0*09

7104

367173 387176 3775.10 3021*3

BOMS 996*3 996*0 991*1

scar

013*3

504*

91195

5D4*

031*3

5085

012®

0U Rto 3*53*1 brat Qnp & 57733

temetta

BUHUrtMhdtenWara&/M)mi)MM.BB30LlG(tot.llBSraCAC4O.EsaT»:na,SEOI>MMCHX-
1*01 JK flaU - 2S6.7. JSE 28 braHk - 2043 n) AUali M Cnug nd lflaH| - HR W Hand. F) Uuram

TOKYO - Most Active Stocks
Tuesday, 16th February, 1993

etodra Ooabig Ownra Due
Traded Pricea on day Trad

buzu Motor 6.1m 375 -0 Kabaiaac 3-
Npn Steal Cwp .— 42m 206 -2 Mate! — Vt
SunBomo I* Ind _ 3*m 274 NomuaSae 2.1

SMaokaBraik 13m 1J320 -20 CMDeBank—— 2.1

DalkyD Kareoo 12m 065 J KyodoSMyo 24

Sucfca
Traded

Cknkig
Pdcaa

Cntepa
On day

asm 802 •13
24>m U9Q +30
2 . 1m IJSZO +20
2. 1m SID -10

2Jkn 384 -3

SUBSCRIBE TO
THE FT TODAY

UtnABtt
CMbmGummhm—
CoaCMArafl.
cots rate

DraktoitoB-
bnM—

Rrantorao-
OenPitoJa

—

gPArasm—

te*U—

—

MteteBM-
10 Ate.

mu mu tfimm

MB -Munu nto mratedn

uu.nl!tote-

IN LATIN AMERICA CONTACT YOUR NEAREST AGENT
Phone Fax

Buenos Aires Publicaciones SA (1) 276661 924-1572

Bogota interamerican Press (1) 256-6095 236-9747

1

Guatemala Publicaciones intemacionales (2) 347007 325427

Guayaquil Durlar Ecuador (34) 325248 321266

LaPaz Duriar Bolivia (12) 366887 390710

Lima Durlar SRL (14) 758025 759589

Managua Publiserisa (52)660-550 663985

Mexico D.F. S.E.M. (5) 207-8100 208-3979

Panama Miami Express (7) 26-2886 26-7512

Quito Durlar Ecuador (32) 565016

Rio de Janeiro Synchro (21) 290 - 6747 290-6111

San Jose Agencia de Publicaciones (6) 59-5555 59-9491

Sao Paulo Synchro (11) 579-6482 578-9754

Santiago Durlar Chile Ltda (2) 632-3037 632 - 4965
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Dow tumbles

on Clinton

tax proposals

Late closing bourses feel effect of US weakness

Wall Street

US share prices tumbled across

the board in heavy trading yes-

terday after investors greeted

details of President Bill Clin-

ton's economic proposals with
a negative response, writes Pat-

rick Harverson in New York.

At 1 pm, the Dow Jones
Industrial Average was down
Tiai at 3,314.62, near its low
for the day. The index has
fallen 128 points, or 3.7 per cent
since it reached a record high

of 3,442.14 earlier this month.
The more broadly based

Standard & Poor’s 500 was also

sharply lower at midsession,
down 9-88 at 434.70, while the

Amex composite was 10.78

lower at 404.69.

The Nasdaq composite,
which has risen the furthest in

recent months, was the hardest

hit, shedding 27.09 to 663.45.

Trading volume on the NYSE
was 211m shares by 1 pm, and
rises outnumbered declines by
more than five to one.

After incurring sizeable
losses last week, the markets
opened in a depressed mood
following the extended Presi-

dent's Day weekend.
Mr Bill Clinton's television

address on Monday night was
the main cause for the weak-
ness in equities. In the broad-
cast, be warned that a wide
range of tax increases would be
introduced which, he hoped,
coupled with selective spend-
ing cuts, would go some way
towards shrinking the huge
federal deficit.

Investors disliked what they
heard, fearing that the tax
increases and spending cuts
would hinder the economic
recovery which has begun only
recently to gather pace. They
were also disappointed that
there was no mention of a
reduction in capital gains tax.

Consequently. Investors
rushed to liquidate some of
their holdings in an attempt to

cash in profits earned during
the record-breaking rally ear-

lier this month.

Drug and healthcare stocks

were especially hard hit
because of concern that health

system reforms will involve

placing restrictions on pharma-
ceutical prices and healthcare
costs.

The sector leader, Merck, fell

$2% to S37Y*, while Schering-

Plough tumbled $4% to $5914,

Pfizer gave up $4% at $59%,
and Johnson & Johnson slipped

$2% to $42%.
Leading Dow issues were all

victims of the sell-off; IBM fell

$1% to $49 'A, Philip Morris
dropped $1% to $71%, AT&T
slipped $1% to $52%. JP Mor-
gan fell $1 to $61% and Sears,

Roebuck gave up $2% at $50%.
On the Nasdaq market, sell-

ing was particularly fierce. The
biggest losers in the healthcare
sector were US Healthcare,
$4% lower at $43%, Healthcare
Compare, down $4% to $16%,
Coventry, down $4% to $22%,
and PacifiCare, down $5% at

$21%.
Technology stocks also took

large losses, with Microsoft

down $3% at $80%. Intel $6
lower at $105, and Apple down
$1% at *52%.

Canada

TORONTO stocks sank to ses-

sion lows at midday, following

the dive in US blue chips. The
TSE-300 composite index was
down 36-2 at 3,406.00 in volume
of 33.8m shares valued at
C$350m.
Canadian stocks listed in the

US were the biggest losers.

Magna International class A
shares fell C$3% to C$37. Cott
Corp dropped C$2 % to C$32%
and Newbridge Networks eased

C$6 to C$52.

SOUTH AFRICA
GOLD shares were stronger on
the expectation of renewed US
Interest this week and the
index closed 47 higher at
1,008- The overall index added
33 at 3,507 and industrials
advanced 33 to 4,583. VaaJ
Reefs rose B725 to R181.

BEFORE Wall Street opened
yesterday, Frankfurt was
showing relative strength In a
dull Europe and strategists

were saying that the Nether-

lands. Switzerland and Spain

looked like better value, writes

Our Markets Staff.

Afterwards, the late closing

markets - including the

Netherlands, Switzerland and
Spain - were more obviously

marked by the Dow’s setback.

PARIS bad generally been
inactive ahead of Wall Street

but then lost 2 per cent quickly

before recovering a little in the

lost few minutes of trading.

The CAC-40 index finished the

day 21-32 lower at 1,878.17 in

turnover of FFr2.4hn_

There was little fresh corpo-

rate news to arouse interest

CarnaudMetalbox, which
resumed trading after Mon-
day’s suspension, dosed 6 per
cent lower, down FFr12.90 at

FFr197.10 while CGIP, a major
shareholder, dipped FFr49, or 4

per cent to FFr1,036.

On Monday MB-Caradon of

ASIA PACIFIC

the UK said that it wanted to

dispose of its 25 per cent stake

in CarnaudMetalbox and yes-

terday the stock market regu-

lator said that it had no objec-

tion to CGIP raising its stake

by 7 per cent without making a
full bid.

ZURICH, which was promis-

ing a strong performance
before Wall Street showed its

weakness, came back late on
the Dow and the lower dollar

to close with the SMI index 14.4

down at 2,130.4.

Multinationals and banks
were the chief victims. Nestld

bearers eased SFrL5 to SFrl,Q95

and Brown Boveri by SFr30 to

SFr3.930 as CS Holding fell

SFr40 to SFr2,130.

The chocolate maker, Lindt
& Sprfmgli, was active on con-

tinuing takeover speculation
and the bearers rose SFrtOO to

SFrl7,700.

MADRID took one of the big-

gest European tumbles on the-

Wall Street slide, the general

index closing 325, or L4 per
cent lower at 233.45. Repsol
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went down with the market,
losing Pta40 to Pta2£00 on the

day that it heralded an interna-

tional institutional placement
of its equity as a further step

in its privatisiatlon process.

FRANKFURT refused to con-

solidate gains seen in London
on Monday afternoon, and the
DAX index eased by 0.49 to

1,664.22 in turnover up from
DM5.6bn to DM7.3bn.
Yesterday afternoon was a

different matter, as blue chips
reacted individually, rather
than en bloc to the slide on
Wall Street
Volkswagen was the most

serious casualty, dropping
DM640 to DM284.10 on the offi-

cial session following the DB
Research downgrade last Fri-

day, and then tumbling again

to DM278 in the post-bourse.

AMSTERDAM declined
towards the close, the CBS
Tendency index felling 0.8 to

98.3. Royal Dutch lost FI 2.10 to

FI 152L3Q as the Opec meeting
remained stalled while Oce-van

der Grinten fell FI 2.40 to

FI 4L00 on a 13 per cent decline

in its 1991/1992 earnings.

Elsewhere Akzo shed FI 1.00

to FI 149.20 and Unilever was
FI 220 weaker at FI 195.00.

DUBLIN, with the latest

close in Europe, reflected

renewed sickness in the Dow
at Wall Street's midsession

with the ISEQ overall Index

24.32, or IS per cent lower at

1,277.68.

BRUSSELS weakened with

Petrofina giving up some of the

gains it has made over the last

six sessions. The Bel-20 Index

closed 3.48 lower at 1,207-57 In

turnover of BFrS73m as Fetro
fina shed BFr40 to BFr7,960.

MILAN again featured Fiat

on a day which saw mild prof-

it-taking. Fiat, continuing to

deny reports that it might be

considering reorganisation
plans or the sale of some of its

assets, fixed L141 lower at

L5.099 before L5.G75 on the

kerb.

But the group’s chemicals

division, Snla, attracted inter-

est, gaining L85 to LI, 130

before rising to Ll,150 on the

kerb. The Comit index eased

0.02 to 500.27 on the first day of

the new account
STOCKHOLM. which

extended the session by 90

minutes following earlier tech-

nical problems, was strong in

banks on hopes that proposed

accounting rule changes would

benefit the sector. Handelsban-

ken B shares gained SKriso to

SKiS3.00 and S-E Banken rose

SKr2.5Q to SKrl4.50, The
AffdrsvArldcn general index

rose a modest Q.9 to 984.6 in

turnover of SKr724m.
Skandta went against the

trend, falling SKiS to SKrlt»

after announcing that it would
pass its 1992 dividend.

VIENNA rose on the day

with a gain in the ATX index m
of 13.85 to 815.18. Lcnzig was

one of the best performers, ris-

ing Schi6 to Sch570.

ATHENS, once again, seemed

to acknowledge that some of

its recent enthusiasm had been

misplaced, the general index

dropping another 15.46 to

776.75, This left it 12 per cent

down from last week's 1993

peak, but still registering a

gain of over 15 per cent on the

year so for.

Nikkei average dips below 17,000 on profit-taking

Tokyo

SHARE PRICES lost ground on
profit-taking and arbitrage sell-

ing and the Nikkei average
closed below the 17,000 level,

writes Emiko Terazono in
Tokyo.

The 225-issue average lost

201.67 to end at the day's low of

16.916.32, having risen to a
high of 17,172.37 in the morn-
ing session, before falling in

the afternoon on heavy selling

by investment trusts and tok-

kin, or specified money trusts.

Volume was virtually
unchanged at 220m shares,
against 214m. Declines led rises

by 585 to 330, with 200 issues

unchanged. The Topix index of

all first section stocks shed 8.43

to 1,29233, and in London the

ISE/Nikked 50 index eased 1.29

to 1,039.97.

Investment trusts and corpo-

rate tokkin funds which were
liquidated ahead of the March
book closing depressed shares,

but buying at lower levels

by public fUnds gave support

Many investors remained
absent ahead of an economic
statement from Mr Bill Clin-

ton, the US president, while
others were concerned about
the implications of a court trial

linking Mr Noboru Takeshita,
the former prime minister,

to dealings involving art trans-

actions.

Electronic issues were lower

on profit-taking by foreigners

and corporations. European
investors were seen taking
advantage of the higher yen
against European currencies,

while tokkin liquidations also

depressed high-technology blue

chips. Hitachi relinquished Y10
to Y685 and NEC receded Y13
to Y637.

Isuzu Motors, the most
active issue of the day, lost Y3
to Y375 on trading by dealers.

Other car makers were also

weak, with Toyota Motor down
Y30 to YL350 and Nissan Motor
falling Y13 to Y632.

Housing-related shares,
which were higher on hopes of

a recovery in the condominium
market, lost ground on profit-

taking. Daikyo, the leading
condominium builder, slipped

Y4 to Y855 and Mitsui Fudosan
retreated Y7 to Y978. Vending
machine manufacturers firmed

on increased demand for

smaller vending machines: Fuji

Deniki Reiki put on Y10 at

YU52Q and Sanden gained Y12
at Y562.

In Osaka, the OSE average

eased 4.17 to 18.405.85 in vol-

ume of 110m shares. Joshin

Denki, an electric appliance
retailer, dropped Y110 to Y900
after investigators raided the

company’s headquarters on
allegations that company offi-

cials had enlisted gangsters to

oust the former president

Roundup

THERE WERE some impres-
sive performances in the
region yesterday.

HONG KONG saw a 75-point

gain eroded as investors took

profits after the market's
recent strong performance on
reports of an easing of political

tensions between China and

Britain. The Hang Seng index

closed a net 16.18 up on the

day at 6,065.62 in good turn-

over of HK$4w3bu.

HSBC Holdings again led the

actives, but finished flat at

HK$63, while Cheung Kong
advanced 40 cents to HK$21.40
and Jardine Matheson firmed

75 cents to HK$46.75.

AUSTRALIA began to take

the view that the conservative

opposition coalition might win
next month’s federal election

and the All Ordinaries Index

rose 15.6 to 1,612.1 in turnover
of some A$309m. Banks led the

way, ANZ gaining 6 cents at

A$3.30 and Commonwealth
Bank 10 cents at A$&54.
News Corp and TNT rose

after denying reports that they
were seeking an A$S00m loan

to fund the international
expansion of their jointly

owned airline, Ansett Trans-

port Industries. News Corp
added 36 cents at A$30.44 and
TNT 2 cents at 78 cents.

NEW ZEALAND registered

its biggest one-day advance in

15 months, as Telecom climbed

29 cents to NZ$2.83 after

announcing that it is to reduce

its workforce by some 40 per

cent over the next four years.

The NZSE-40 index put on 4855
at 1,621.65. its highest close

since August 1990.

SINGAPORE improved on
institutional buying of blue

chips, the Straits Times Indus-

trial Index rising 10.79 to

1,62956 in turnover of S$2l7m.

Some shipyard stocks were
stronger on reports of new
repair contracts, with Far East

Leyingston Shipbuilding gain-

ing 26 cents at SS324.

SEOUL saw a morning rise

Gail to follow through and the

composite index finished a net

5.30 off at 672,22 in turnover of

Won361bn. Many analysts
expect the market to remain
flat until the new government
is sworn in on February 25.

TAIWAN declined on profit-

taking. with Taiwan Cement
easing TS1.50 to T$S7, although
the financial sector remained
firm. The weighted index lost

2.03 to 3,874.73.

MANILA advanced on opti-

mism about oil drilling tests

taking place off the south-

western island of Palawan. The
composite index rose 6.99 to

1,413.08 in combined turnover

of 470.5m pesos.

BANGKOK saw weakness in

the financial sector as the SET
Index fell 11.68 to 986.65 in

turnover of BtB.4bn.

Financial First City Invest-

ments, suspended from trading

since Monday, said it wax
deferring the repayment of

matured deposits. Bangkok
Bank, which has sold It might
help to rescue First CUy,
declined Bt3 to Btl37.

KUALA LUMPUR was lifted -j
by bargain hunting in the'

afternoon session but the com-
posite index managed a gain of

just Q.10 at 635.01.

BOMBAY feU for the fourth

trading session, ahead of

India's national budget in 10

days' time. The BSE Index

shed 32.69 to 11607.51. Selling

pressure in KARACHI was
fuelled by a proposal to han
Insider trading. The KSE 100

index slipped 14.36 to 1,185.20.

Switzerland comes back into favour
William Cochrane reviews European equity turnover in January

E uropean bourses
approached the tradi-

tion of a new year rally

somewhat tentatively this

year, with share price declines

in France and Germany only
barely offset by gains in the

UK and Italy. Where there
were gains, traders rather than
investors seemed in the ascen-
dant. and the effect on equity
market activity was generally

muted.
January's bourse turnover

figures, in aggregate, show a
rise of 8 per cent over Decem-
ber, itself only 2.8 per cent
lower than in the preceding
month. Mr James Cornish of

NatWest Securities, which pro-

duces the figures, notes that

the biggest volume gainer in

January was Switzerland,
which rose by 70 per cent on
the month, back up to a level

not seen since early 1990.

Switzerland produced a
barely average advance on the

month, according to the FT-
Actuaries World Indices, which
had it 0.66 per cent higher
over the four weeks to January
29, against a rise of 0.63

per cent for Europe as a whole.

However, says Mr Cornish, it

was the best performer in 1992,

a performance based on a
strong economy and currency
and a certain independence
from the strains within the

ERM, and foreign investors
were on feed. “Swiss share vol-

umes on SEAQ International

[London's screen-based trading
system for foreign stocks] rose

by 46 per cent," he says, “indic-

ating that non-Swiss investors

were also busy."

Belgium had a good month,
too, with a gain in turnover of

45 per cent reflecting a rise of

5.3 per cent on the month in

local currency terms. The
country had suffered from the

stability of Its own currency In

the final quarter of 1992, says
Mr Geoffrey Taylor of Dillon
Read, but the underlying eco-

nomic disciplines enabled
Brussels to get its interest
rates down very sharply
around the year-end.

This produced a lot of turn-

over in interest rate-sensitive

stocks such as Electrabel;
another utility. Tractebel, saw

EUROPEAN EQUITIES TURNOVER
Monthly total In local currencies (bn)

Bourse Oct
19S2

Nov
1992

Dec
1992

Jan
1993

US
Sbn

Belgium 47.50 43.93 4325 6a 75 1.89

France 108.08 92.39 120.72 106.66 19.58

Germany 98.85 9220 82.80 91.67 56.97

Italy 17,1 12.00 24.248.80 14,210.72 13.852.04 9-25
Motherland* 14.00 11.70 12.50 14.60 8.07
Spain 687.70 619.31 790.00 653.20 5.72

Switzerland 11.78 11.60 13.10 22.30 15.00

UK 39.76 39-57 39.05 42.86 63.73

Voturma represent purc/We* anti ttiha.

Itation data ad/utmti re Inetiiaa oti-maitim trotting. Soma tiguraa mar U* rtnrtaoti.

Source? NatWA« SacuntHta

the placing of Petrofina's stake

of around 2% per cent in mid-
January inflate the turnover
figures to some extent.

The market also moved, says
Mr Taylor, on the strength of

the dollar and a strong perfor-

mance in cyclicals such as
Arbed, the Luxembourg steel

company, Glaverbel, Solvay
and Society Generate de Bel-

gique. whose major industrial

holdings are in non-ferrous
metals, steel and cement
Elsewhere, the Netherlands

saw a gain of 17 per cent in

response, says Mr Cornish, to

the market’s return to outper-

forraance, with particular help
for Royal Dutch from a 3 per
cent rise In the crude oil price.

The UK was up 10 per cent on
the month as it reached new
highs on the cut in base rates.

Germany recovered by 11 per
cent after a very weak Decem-
ber, but the attraction of the
Frankfurt market to institu-

tional Investors has been real-

ised this month, following the
Bundesbank's cut in key inter-

est rates on February 4.

FT-ACTUARIES WORLD INDICES

Jointly compiled by The Financial Times Limited, Goldman, Sachs & Co. and NatWest Securities Limited

in conjunction with the Institute of Actuaries and the Faculty of Actuaries
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Figures in parentheses
show number ot linos

of stock

Australia (681

Austria 118)
Belgium (42)

Canada (113}
Denmark (33)
Finland (23)

France (98)

Germany (62). „
Hong Kong (S5)
Ireland (16)
Italy (76)
Japan (472)

Malaysia (69)

Mexico (IB)

Netberland (25)
New Zealand (13)

Norway (22)

Singapore (38)

South Africa (60)
Spain (471

Sweden (36)

Switzerland (581

United Kingdom (226).

.

USA (522)

Europe (780) ._.

Nordic (114)

Pacific Basin (7)5)
Eure -Pacific (1495)
North America (B35l„......
Europe Ex. UK (554)
Pacific Ex. Japan (243)....
World Ex. US nr*
World Ex! UK (1982)

So. At. (2148)..
World &L u. ™, x«.,«».Wong Ex. japan (1733^
Tfte World tnthm (2208)..!
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Dollar Change Starling Yon DM Currency S chg D*v. Dollar Startng Yen DM Currency 1902/83 1992/33
Index S Index Index Index Index on day rm Index Index Index Index Index High LOW lapprox)

1263S -0.7 132.11 96.56 108.98 124.13 -0.6 3.92 127.30 133.10 9721 110.03 124.85 153.68 106.18 144.57
141.48 + 0.0 147.91 108.11 122.02 121.91 + 0.9 1.34 141.45 147.89 108.01 12226 120.76 186.70 131.18 186.70
139.32 -0.1 145.67 106.47 120.17 117.51 +0.0 5.14 139.46 145.83 106.50 120.55 117.46 15Z27 131.19 13921
119.29 + 0.0 124.73 91.16 102.86 108.28 -02 3j04 11902 124.75 91.11 103.12 108.47 142.12 11126 135.51
205.08 + 0.9 214.43 156.73 176.89 177.33 + 0.7 1.54 20131 212.57 15525 175.73 176.07 273.94 181.70 252.56
68.47 -1.8 71.59 52.33 59.06 85.00 -1.1 1.69 69.74 7291 5325 80.28 85.91 69.60 52.84 87.55

.... 150.00 — 0J2 156.83 114.63 129.36 132.00 -0.4 3.40 150.25 157.10 114.72 129.66 132.52 168.75 136.93 150.09
110.25 + 0.5 115.27 84.27 95.09 95.09 +0.3 240 109.73 114.73 63.80 94.84 94.84 129.69 101.59 117.62

. ... 242.31 +3.4 253.36 1B5.18 209.01 240.60 + 3.4 3.75 234 46 245.14 173.03 202.68 232.79 28228 178.36 196.17

.. .. 130.32 + 0.8 136.26 99.60 112.40 125.09 + 0.7 4.35 129.28 135.17 98.72 111.74 12422 173.71 123.98 166.07

..... 59.66 + 1.1 62.36 45.59 51.46 69.12 + 1.5 3.01 59.Q1 61.69 45.05 51.00 66.13 60.86 47.47 75.53

... . 107.99 + 1.0 112.91 62.53 93-15 82.53 + 1.0 1.01 106.97 111.W 81.60 92.47 81.68 14025 87.27 120 95
270.36 +0.0 282.68 206.61 233.18 274.16 +0.0 2.44 270.48 28280 206.53 233.78 274.18 262.42 212.49 241.76

.. ..1549.31 -1.2 1619 88 1184.02 1336.29 5243.56 -1.3 1.14 1568.57 1640.02 1197.75 1355.76 531320 1789.77 1185.64 164824

.... 155.60 + 02 16269 118.91 134.21 132.63 +0.0 429 155.34 162.42 116.62 13427 132.65 169.70 147.88 150.91
43.91 -1 2 45.91 33.56 37.88 45.49 -1.0 4.81 44.44 48.47 33.94 38.42 45.97 48.52 37.39

141.75 -1.0 148.20 108.33 122.26 135.69 -1.0 1.84 143.12 149.64 10929 123.71 137.05 19295 128.05
..... 217,57 + 0.2 227.48 166.27 187.65 16503 +0.3 1.09 217.15 227.04 165.82 187.88 184.91 220.63 179.85
.... 167.42 -3.8 175.05 127.95 144.40 167.23 -0.6 3.02 173.97 161.89 13284 150.36 168.26 263.60 134.21 230 30

128.63 +0.1 132.40 96.78 109.22 113.73 +0.0 5.35 126.51 13228 96.61 109 35 113.67 1t}1,72 107,10
162.40 -0.1 169.60 124.12 140.06 180.66 -0.1 227 16262 170.02 124.18 140.56 181.03 200.28 149 69
111.24 +02 116.30 65.02 95.95 106.31 +0.3 201 111.03 116.09 84.79 95-96 108.04 122.37 95.99 99 37

... 162.69 +0.2 170.10 124.32 140.31 170.10 +02 428 16244 169.64 124.02 140.39 189.83 200.07 161.80
181.65 +0.0 188.93 138.83 156.68 181.65 +0.0 278 181.65 169.93 138.71 157.01 181.65 183.74 160.92 168.35

150.09

113.07

122.10
177.78
118.23

162.99

123J8
140.08

141.98

161.41

- 0.1

1- 1.0

+ 0.6

+ 0.0

+ 0.2
+ 1.0

+0.5
+0.3
+0.3
+0.1

156.93

118.22
127.67

185.88
123.81

170.41

129.00
146.46
148.46
168.76

114.71

88.42

93.31

135.88
90.37

124.58

94.30
107.06

108.53

123.36

129.46

97.53
105.31

153/37

101.99
140.59

108.42
120.83

122.48

139.24

146.06

88.87

105.12

178.68
107.89

151.98
107.16

126.12

129.84
157.77

+0.0
-
1
- 1.0

+ 0.6

+0.0
+0.1
+ 1.1

+ 0.8

+ 0.3

+0.3
+0.1

3.82

2.01

1.34

2.37

2.79

3.12

3.51

2.39

2.36

ZSS
3.09

135.18

150SO
112.00

121.36

177.78
117.99
161.35
122.77

139.66
141.54

161.31

141.34

157.04

117.10
126.89

186.88
123.36

168.70

128.38
148.03
14758
188.66

103.23
114.70

65.52
92.67

135.77
90.11

123.22

93.75
106.85
108.09

123.19

11*85
129.83

96.60
104.89

153.68
102.00

139,47
106.12

120.73

12224
139.46

129.92
146.11

87.75

104.45

178.89
107.75
150.34

106.56

125.68
12921
157.64

156.88

188.52

141.97

145.21

179.56
132.98

175.31

146.91

150.58
153 05
185.40

131.31

141.24

93.70
113.80

158.70

111.33

146.06
115.99

127.21

130.04
151.93

145.37

176.84
124.08
132.88

186.27

124.55
155.02

135.00

141 .95

144.70

159.42
142.07 +0.3 148.54 108.57 122.54 13Q.0Q +Q.3 2-58 141.66 148.12 108.18

’

122.45 129.68™ 153-70 13oTsi “4523
J-'^Gddman. Sacha & Cof and NaWYent Securities Limited. 1987« ckbhh] February is. Latest prices were unavailable lor this edition.

640,000* French decision-makers always

start the day with a full breakfast.

Among the many fine table traditions

enjoyed in France, one is particulady suited to the

taste 0/ French decision-mahers: les Echos, France's

leading business newspaper.

The results of the 1991 European Business

Readership Survey (EBRS) speak for themselves: les

Edios is read ty 62.4% ofthe country s tap managers,

uJio also put their trust in Enjeux les Echos, the group’s

monthly magazine. So whether t/ou have a product to

seS or you wish to raise your company s profile, now

you know the best way to reach French executives in

the morning, beside their croissants.

les Echos
Le Business Daily

ft


